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BUDGET SPEECH 


DELIVERED BY 


HON. WALTER HARRIS 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 5, 1955 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Fon. We =. 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 

He said: Before I proceed with my 
remarks, Mr. Speaker, I think I ought to draw 
attention to the fact that it was 81 years ago 
this week that the first Liberal finance minis- 
ter presented his first budget. Since Sir 
Richard Cartwright there has been a long 
succession of distinguished predecessors of 
mine: Fielding, Robb, Dunning, Ilsley and my 
immediate predecessor Mr. Abbott. 

My hon. friends opposite have their tradi- 
tions also. They have had distinguished 
gentlemen in this portfolio. I mention only 
a few: Tilley, Tupper, Foster and more 
recently, Sir Thomas White. At this point 
I should like to pay my respects to the mem- 
ory of Sir Thomas White who was, as every- 
one knows, the finance minister in the first 
world war. He has just recently passed from 
us full of years and honours which were rich- 
ly deserved for the service he gave to his 
country. 

In presenting the ninety-first budget since 
confederation, Mr. Speaker, I have followed 
the practice of the last few years in placing 
before hon. members a white paper which 
contains the facts and the figures with respect 
to the accounts of the past year. With this 
white paper before you it will not be neces- 
sary for me to go into any great detail about 
the accounts for the time being. However, 
I wish to make a general survey of the econo- 
mic conditions of the country and of the 
accounts of last year. In doing so I crave 
the indulgence of hon. members, who may 
recall that on occasion I have expressed cer- 
tain views about the length of speeches in 
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the House of Commons, because I am now 
obliged to break the rule that I have here- 
tofore tried to observe. 


THE INTERNATIONAL POSITION 


I should like to begin with a short review 
of the international scene as it affects our 
budgetary problems. 


On the political side, 1954 was a year of 
constructive achievement, although our hopes 
of realizing a permanent and stable peace 
continued to be disappointed. In Europe there 
was some easing of tensions as further im- 
provement was made in the political and 
military strength of the Atlantic alliance. 
Hostilities in Indo-China were brought to an 
end and a number of countries in south and 
southeast Asia made additional progress in 
their program of economic development. 
Despite these improvements, however, the 
world situation, particularly in the Far East, 
remains troubled and uneasy, and it is 
abundantly clear that the free world cannot 
yet afford to relax its efforts to build up their 
defences. 

We must therefore continue to expect sub- 
stantial expenditures for this purpose. 

In economie matters abroad, 1954 was in 
most respects a good year. In the United 
States, economic activity, after receding from 
the peak level of 1953, began to turn up in 
the last quarter of the year and has continued 
to improve since that time. This progressive 
improvement in the United States has been 
a very heartening development, not only to 
us but to all friendly countries. 

Another encouraging feature of the past 
year has been the continued expansion in 
production in most overseas countries of the 
free world, particularly the United Kingdom 
and western Europe. As post-war shortages 
have been overcome, most of the controls and 
restrictions which distort production and 
hinder basic adjustments have been aban- 
doned. This has undoubtedly helped to bring 


about the improvement which has occurred 
both in productive investment and in living 
standards. 

There has been a welcome easing of restric- 
tions on international trade and payments. 
The United Kingdom has continued to give 
a constructive lead on these matters by relax- 
ing quotas and licensing requirements, reduc- 
ing discriminations against dollar imports, 
easing exchange restrictions and reopening 
commodity markets. 


There is still, of course, a long way to go 
before the goal of full convertibility and truly 
liberal trade arrangements is attained. A 
number of countries still face formidable 
inflationary problems and balance of pay- 
ments difficulties, and some succeed in bal- 
ancing their external accounts only with the 
help of large amounts of United States off- 
shore purchases and other forms of aid. How- 
ever, substantial inroads have been made on 
entrenched restrictions and there is growing 
recognition that domestic inflationary pres- 
sures must be contained if international bal- 
ance is to be achieved and maintained. In 
this connection, it is encouraging that the 
recent set-back in the steady progress made 
by the United Kingdom during the last few 
years in rebuilding her international reserves 
has not been dealt with by imposing new 
restrictions, but in other, and better, ways. 


In helping countries to restore stability in 
the post-war years, to expand production 
and to increase their international trade, no 
nation has played a more constructive role 
than the United States. As every member of 
this house is aware, the success that has 
already been recorded is due largely to 
generous and farsighted American policies. 
In the past twelve months, however, while 
there was no basic change in American poli- 
cies, there was a disappointing lack of 
progress toward actual reductions in trade 
barriers and there were disconcerting signs 
of a revival of protectionist feeling in re- 
sponse to the increase in competitive condi- 
tions. 


I should remind the house that the United 
States administration has resisted proposals 
which, in our opinion, would not advance 
the cause of friendly and mutually advan- 
fageous trade. This resistance we welcome. 
On the other hand, it must be confessed that 
the resistance has not been uniformly suc- 
cessful. We all have our difficulties and it is 
not always possible to achieve ideal solu- 
tions. But it must be recognized that actions 
taken or even implied by the government of 
the United States may weaken support for 
liberal commercial policies and may. impose 
upon those of us who are firm supporters of 
such policies a greater burden in defending 
them in our own countries. One country 


cannot attempt to get the maximum benefit 
at the cost of the minimum adjustments 
without creating a desire in other countries 
to achieve the same result. There must be 
a reasonable give and take in any durable 
trade relationships, whether under the GATT 
or under any other system. 


It is of the utmost importance for the 

future of international economic co-opera- 
tion that the United States should continue 
to give positive direction and leadership in 
reducing barriers to the free flow of world 
trade. 
- We in Canada will continue to play our 
part in any further steps that are taken to 
promote these objectives. As one of the 
world’s great trading nations, it is clearly 
in our interest to encourage overseas coun- 
tries to earn dollars in order that they may 
be able to buy our exports, which are the 
source of over one-fifth of our income. If 
we are to maintain our standard of living 
and use our resources and skills to best 
advantage, we must be prepared to permit 
other nations to do the same. Markets every- 
where are becoming more competitive, but 
as an important exporting nation we must 
continue to look very carefully at all pro- 
posals involving government protection and 
aid. The effects of the higher costs resulting 
from artificial assistance in one form or an- 
other would have to be borne by the Cana- 
dian consumer in the form of higher taxes 
and higher prices and, even more important, 
by the Canadian producer for export in the 
form of lost markets overseas and lost 
employment here. 


We should be particularly careful about 
impeding imports from countries whose 
trading position was impaired by the war, 
countries which are now dismantling their 
discriminatory restrictions against our ex- 
ports and which can be expected to buy still 
more from us as long as we do not prevent 
them from earning the dollars with which 
to do so. With such considerations as these 
in mind, the government has studied the 
recent report of the tariff board relating to 
our tariff on British woollens. We have 
decided that even though sections of our own 
industry are experiencing difficulties it would 
not be wise to increase the tariff. While the 
relatively low level of our present rates may 
have contributed to the difficulties of certain 
sections of the industry, there are, as the 
report emphasizes, many other factors at 
work, including changes both of consumer 
preference and of technology. It seems clear 
that no change in the tariff, such as was 
proposed to the board by the industry as a 
minimum requirement, would solve the basic 
problems that currently beset the Canadian 
woollen and worsted manufacturer. 


Our trade relations with most of the out- 
side world continue to be governed by the 
general agreement on tariffs and trade. This 
agreement, I believe, serves our interests far 
better than a series of separate individual 
trade agreements with all the other contract- 
ing parties and it is, of course, infinitely 
better for us than the chaotic trade warfare 
that might take place if there were no trade 
agreements at all. The articles of the general 
agreement were the subject of close scrutiny 
during a long conference this winter in 
Geneva and a number of amendments were 
provisionally agreed upon there. 

These negotiations were under the per- 
sonal direction of my colleague the Minister 
of Trade and Commerce (Mr. Howe), and I 
am sure we all agree that there is no one 
better qualified to conduct such negotiations 
on behalf of Canada. He has reported to the 
house that the revised GATT is greatly to 
be preferred to no agreement at all, and that 
it will continue to be in Canada’s interest 
to adhere to it. In this connection I can now 
announce that we propose to join with others 
in the general rebinding of tariff schedules 
as from July 1 of this year. 


DOMESTIC ECONOMIC CONDITIONS 


I turn now to our own domestic circum- 
stances and prospects. It is not an easy mat- 
ter to generalize about the course of economic 
events last year, or about the probable trend 
for the immediate future. 

In the fall of 1953 it began to be apparent 
that the year by year expansion of the Cana- 
dian economy which has been so conspicuous 
a feature of our post-war development was 
slowing down. Nevertheless it was felt at 
that time, and the record of 1954 shows that 
this belief was well founded, that the basic 
strength of our economy was not in question. 

There were some people who feared a 
major economic downswing. This fear was 
based, I suppose, on the thought that the 
decline in production which was then taking 
place would inevitably spread from one in- 
dustry to another by a sort of contagion of 
falling confidence exerting its adverse in- 
fluences on wider and wider circles of the 
economy. In fact, no such contagion or 
acceleration of the forces making for weak- 
ness occurred. 

By and large, the principal declines in the 
Canadian economy have stemmed from the 
small western grain crop, reductions in busi- 
ness spending on new machinery and equip- 
ment, and lower purchases by consumers of 
the more durable kinds of goods. All these 
reductions were from levels which had been 
unusually high by any standard of compari- 
son. The lower expenditure on capital equip- 
ment and consumer durables was largely, but 
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not wholly, offset by new records of produc- 
tion in our lumber, pulp and paper, mineral 
and petroleum industries. The net result 
was that our gross national product in 1954, 
estimated at $24 billion, was 2 per cent, or 
$400 million, below 1958. 


In dollar terms the sharp decline in the 
grain crop was equal to the total decline in 
the gross national product, and in addition its 
effects permeated all other sectors of the 
economy. For example, loans under the Farm 
Improvement Loans Act, which are a good 
indicator of farm equipment sales, fell from 
$98 million in 1953 to $62 million in 1954. 
Retail sales on the prairies in the last half of 
1954 were 7 per cent below the same period 
of 1953 while in the rest of the country they 
were slightly higher. The small western 
harvest thus contributed both directly and 
indirectly to our lower gross national product. 
Apart from the three prairie provinces, how- 
ever, agriculture had a good year, and farm 
cash income was moderately higher than in 
1953. 

On the industrial side, it is necessary to 
remind ourselves that unevenness in the rate 
of growth, as well as adjustments within 
industries are more characteristic of an ex- 
panding economy such as ours than of a 
mature or static economy. In recent years 
we have become so accustomed to big im- 
provements in production that even a minor 
reversal of the trend is apt to cause more 
concern than the situation warrants. In a 
real sense, of course, such changes are partly 
the result of the very rapid expansion of 
earlier years, as well as the result of a chang- 
ing external situation. 

As I said a moment ago, the principal 
declines in the industrial sector were in 
capital equipment and consumer durables, 
and these, in turn, were reflected in reduced 
activity in the primary iron and steel industry. 
The output of metals and minerals, however, 
continued to grow, supported by strong mar- 
kets at home and abroad. The output of oil 
and other petroleum products increased at 
an impressive rate, giving more employment 
and enabling us to reduce our dependence on 
external supplies. 1954 was also a record 
year for lumber, woodpulp and newsprint. 
Employment in trade, in finance and in other 
service industries also continued to grow. 
The improvement in this last group of in- 
dustries is not featured in the headlines, but 
it employs about one-third of the total labour 
force of Canada. 

Perhaps the principal sustaining factor 
behind the demand for goods and services 
in 1954 was consumer expenditures. The 
increase was from $15,100 million to nearly 


$15,600 million, or slightly more than 3 per 
cent. The continued confidence of consumers 
in their economic future is important since 
their decisions to spend or not to spend can 
spell the difference between expansion and 
contraction for many of our industries and, 
of course, for the economy as a whole. 


I should note at this point the important 
role played by our federal welfare and 
income maintenance policies. During the past 
year almost $1,200 million was paid out in 
veterans benefits, family allowances, pensions 
or assistance to the old, the disabled and the 
blind, and in unemployment benefits. 


In 1954 more than 100,000 families decided 
to build or acquire new housing accommoda- 
tion, involving an increase of 10 per cent 
in the number of housing starts during the 
year. The new provisions of the National 
Housing Act helped them to finance their 
plans. Of course this increase in consumer 
expenditures and in housing starts was sup- 
ported by the growth in population and by an 
increase in the total of personal incomes, 
largely in wages and salaries. 

The increase during 1954 of 405,000 in our 
population is especially worth noting. It is 
as if we had added one new Vancouver or 
20 new Guelphs to our country. It may be 
that some small part of this increase in popu- 
lation had its reflection in our total unem- 
ployment; but I am certain that if we had 
not had this increase, both native born and 
immigrant—we would have had relatively 
less employment and been a poorer country. 

Defence spending also remained high 
throughout 1954 although there was a decrease 
of about 8 per cent compared with the 
previous year. However, an increase in the 
non-defence expenditures of the federal, 
provincial and municipal governments almost 
exactly offset the defence decline in the total 
demand for goods and services. 


New capital investment in plant and equip- 
ment continued at a high level and, if we 
include housing also, constituted nearly 20 
per cent of the total national product. How- 
ever, for the first time in the post-war period 
there was a small decline in total new invest- 
ment, amounting to about $300 million or 
about 6 per cent. Investment in new plant 
and equipment declined by nearly $400 mil- 
lion, but the amount of new housing con- 
struction increased by about $100 million. 
I shall revert to this question of capital 
investment a little later. 


Exports continued to support a high level 
of production and to give encouragement to 
plans for the further expansion of many of our 
primary industries. The experience of 1954 
confirms the view that Canada has the 


potentialities for producing efficiently and 
cheaply a larger output of many of the basic 
commodities which the world needs. Although 
total exports were some 5 per cent below the 
level of the previous year the decline in the 
sales of wheat and flour is largely respon- 
sible for this change. Moreover, the past four 
months have seen an encouraging reversal in 
the trend of our total export sales. In these 
four months exports have been $107 million, 
or 84 per cent, above the figures for the same 
four months a year ago. Wheat and flour 
exports have improved; pulp and paper were 
up 10 per cent; non-ferrous metals 25 per 
cent; lumber 40 per cent; and chemical 
products 50 per cent. 

Imports fell by a little more than exports 
so that the small deficit on merchandise trade 
in 1953 was replaced by a small surplus last 
year. Taking the non-merchandise trans- 
actions into account as well, there was a 
deficit in Canada’s international transactions 
on current account of $427 million, or about 
$12 million less than last year. 

Large amounts of foreign capital, chiefly 
from the United States but also in good 
volume from British and European sources, 
continued to be invested in Canada in 1954. 
Direct investment inflows were down some- 
what on the year, and new issues by Cana- 
dians on United States security markets fel} 
quite noticeably after the first quarter of 
1954. On the other hand, non-resident pur- 
chases of outstanding Canadian shares were 
distinctly higher. 

Net capital movements, on balance, were 
more than sufficient to cover the current 
account deficit. Official reserves of gold and 
U.S. dollars rose during 1954 by $124 million 
to $1,942 million. The rate of exchange of 
the Canadian dollar was, on the average, 
slightly higher in 1954 than in the preceding 
year. As hon. members are aware, the Cana- 
dian dollar rate has declined again in recent 
months. 

There has been no change in the policy of 
the government to allow the rate of exchange 
to be determined by the sum total of the 
forces operating in the exchange market, in- 
cluding of course the influence of fiscal and 
monetary conditions. The resources of the 
exchange fund are not used to reverse per- 
sistent trends but only to contribute to orderly 
conditions by limiting excessive short-run 
movements in either direction which might 
otherwise occur. 

No appraisal of the economic situation could 
avoid some reference to the revival of inter- 
national competition. So far as the basic 
industries are concerned, most of our pro- 
ducers have proved quite capable of main- 
taining and even increasing their markets at 


home and abroad. However, some of the 
secondary manufacturing industries have lost 
ground in export and domestic markets to 
their competitors. I mention this to illustrate 
the point that the difficulties which some in- 
dustries are facing today are not the result 
of any general decline of demand, but of a 
new situation applicable to the industries 
concerned and in large measure capable of 
correction by those industries. Clearly these 
are situations which cannot be corrected by 
government. What is needed is resourceful 
efforts by management and labour to meet 
that competition by reduction in real costs 
and the improvement of quality and efficien- 
ey—all of which I firmly believe Canadian 
management and labour can provide. 


Canadian production and employment last 
year was, of course, adversely influenced by 
the recession in the United States. Our eco- 
nomic relations with that country are too 
significant for Canada to remain unaffected 
when the American economy is going through 
a period of readjustment. Fortunately, those 
conditions are beginning to disappear. 

In the United States the new year got off 
to a good start and I note that there is a wide- 
spread belief in that country that the present 
expansion of production will continue. This 
is already reflected in our exports to the 
United States. The continuation of prosperous 
conditions in western Europe and in common- 
wealth countries, together with better prices 
for many of the industrial raw materials 
which count so heavily in our exports to these 
areas, supports the belief that total exports 
will continue to expand in the year ahead. 

The second important ingredient of further 
expansion exists in the program for the con- 
struction of new capital facilities. The pres- 
ent intentions of individuals, business and 
governments in this respect were summarized 
in a white paper tabled by my colleague the 
Minister of Trade and Commerce a few weeks 
ago, which indicates a 6 per cent increase in 
1955 over 1954. Quite apart from the exten- 
sion of capital facilities in the industrial and 
commercial sectors of the economy it is to 
be observed that new investment for the 
development of natural resources is going on 
apace, despite the completion of some of the 
more spectacular developments which have 
captured our imagination in recent years. 

There should also be an increase in con- 
struction activity in the season now begin- 
ning. Indeed, it is clear to all of us that 
alongside the pushing back of the physical 
frontiers of our country there is also taking 
place an expansion of urban facilities which 
is simultaneously making Canada a land of 
large cities. This trend toward metropolitan 
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development creates special problems of its 
own, but it is undoubtedly expanding the 
demands upon the products of industry and 
for the employment of our people. 


Our fiscal and monetary policies will 
continue to be directed towards the encour- 
agement of enterprise, investment and em- 
ployment. I shall speak of fiscal policy in a 
moment. As for monetary policy, it has been 
definitely expansionist in character. Through 
1954 the cash reserves of the chartered banks 
were more than sufficient to enable them to 
meet the demand for loans. The banks were 
therefore in a position to purchase govern- 
ment securities in the market on a substantial 
scale and thus add to the money holdings of 
the public. This and other influences brought 
about a considerable reduction of interest 
rates in Canada and rising security prices, 
which have made it easier to finance capital 
and other expenditures by borrowing or by 
converting securities into cash. I may add 
that interest rates in Canada have declined 
somewhat since the beginning of 1955 while 
rates were tending to rise in the United 
States and elsewhere. 


Government expenditures will continue to 
provide a substantial support to production 
and employment in the year ahead. Total 
expenditures on defence will not differ much 
from last year. The construction of the St. 
Lawrence seaway and power development 
will require large expenditures this year, and 
will stimulate production in other industries. 
In addition, of course, the so-called “built-in” 
supports to production and employment 
through government payments of pensions, 
family allowances and other welfare pay- 
ments will continue to expand in line with 
the growth in population. Provincial and 
municipal expenditures are expected to 
increase. It is also reasonable to assume a 
normal grain crop this year, with a resultant 
stimulus to purchasing power in rural areas. 


These estimates of future demand, imperfect 
and rough as they must be in the early part 
of April, confirm my feeling of confidence 
for the coming year. They indicate an active 
year for production, which will be reflected 
in increased incomes and employment, and a 
further increase in consumer demand can be 
confidently anticipated. All in all, then, il 
feel justified in counting upon an increase in 
the total national product in 1955 of some- 
thing better than a normal rate of growth. 
Assuming normal crops, and if no unforeseen 
adverse events occur, I would expect our 
gross national production in 1955 to exceed 
1954 by 5 or 6 per cent; that is, it should 
reach $25} billion or perhaps just a bit more, 
and on that figure I shall base my revenue 
forecasts. 


GOVERNMENT ACCOUNTS 1954-55 


I turn now to a brief survey of the govern- 
ment accounts for the fiscal year which ended 
last week. These are set out in considerable 
detail in the white paper. I should, of course, 
remind hon. members that our books of 
account will not be finally closed and audited 
for some time, and that the figures which I 
use tonight are subject to revision. 

Subject to these qualifications, the results 
for the year can be stated briefly. Our total 
budgetary revenues were about $4,107 mil- 
lion, our expenditures about $4,255 million 
and the deficit for the year was about $148 
million. 

Revenues at $4,107 million were about $360 
million or 8 per cent less than the forecast of 
a year ago and about $290 million less than 
we collected in 1953-54. Customs, sales, and 
excise duties and taxes, and non-tax revenues 
have all fallen slightly short of expectations. 
However, corporation income tax collections 
which were $190 million less than expected 
and personal income tax receipts which were 
$60 million less than expected were the two 
principal factors contributing to the over-all 
shortfall. Corporate profits were substan- 
tially lower than had been expected at the 
time of the last budget. 


In his budget speech last year my pre- 
decessor projected a scale of expenditures and 
revenues that almost exactly balanced. He 
made it clear, however, that his projection 
was based upon two assumptions—normal] 
crops and an early resumption of our normal 
rate of industrial expansion. He said explic- 
itly that if these conditions did not materialize 
there would be a deficit of 2 or 3 per cent. 
Well, as hon. members know, we had a poor 
wheat crop, the poorest in 17 years, and the 
resumption of a normal rate of industrial 
expansion has been slower than we had hoped. 
As a consequence we have a deficit equal to 
33 per cent of our expenditures. 

Expenditures last year amounted to $4,255 
million. This was $205 million or 44 per cent 
less than forecast and $95 million less than 
the total spent in the previous year. Expendi- 
tures for defence amounted to $1,700 million. 
Although this was $160 million or 8 per cent 
less than in 1953-54, it still constituted 40 
per cent of the total budgetary outlay. Civil 
or non-defence expenditures amounted to 
about $23 billion. About $775 million or 30 
per cent of this was for family allowances 
and other health, welfare and social security 
services, and veterans’ benefits. In addition, 
we paid out about $350 million from the old 
age security fund. Interest and other charges 
for servicing the public debt amounted to 
over $500 million or 20 per cent of the total, 


and subsidies and tax rental payments to 
provinces were $360 million or 15 per cent. In 
brief, two-thirds of all our civil expenditures 
were for welfare and social security services, 
public debt charges, and provincial subsidy 
and tax rental payments. 

As usual, in addition to these expenditures 
for government services which are included 
in the budgetary accounts, we made substan- 
tial loans and advances and provided large 
sums for a variety of other authorized and 
essential purposes. I should like to say a 
word about these non-budgetary transactions 
and their effect on our cash position. 


During the fiscal year non-budgetary dis- 
bursements amounted to $290 million. Teo 
meet them, $490 million was available from 
non-budgetary sources of which $205 million 
came from the various annuity, insurance and 
pension accounts which the government holds 
and administers, and $220 million from the 
repayment of loans and advances. 


After taking into account the budgetary 
deficit of $148 million and the net balance of 
$200 million available from non-budgetary 
transactions, some $50 million was available 
for debt reduction. By using this amount and 
by drawing down about $150 million of the 
large cash balances we held at the beginning 
of the year, the funded debt in the hands of 
the public was reduced during the year by 
$200 million. 

The government’s public debt operations 
during the past year have again included the 
redemption or refinancing of a large volume 
of bonds. The redemption of the third and 
fourth victory loans, amounting to $2,000 
million, involved the two largest refunding 
operations in our history. Net sales of Canada 
savings bond series 9 amounted to $767 mil- 
lion, and represented the largest net increase 
in savings bond holdings by the Canadian 
public in any year since this type of security 
was introduced nine years ago. During the 
year there was a net increase in the amount 
of treasury bills outstanding of $240 million 
reflecting the government’s desire to develop 
a more active Canadian market for short- 
term securities. Apart from the refunding of 
treasury bills which matured periodically, the 
total of new securities issued was $4,610 
million and we redeemed matured or called 
securities and acquired others for our sinking 
fund and securities investments accounts to 
a total of $4,810 million. In consequence, as I 
have pointed out, we were able to reduce our 
unmatured funded debt outstanding in the 
hands of the public by $200 million. 

Interest rates declined during the year. 
Early in 1954, long-term government of Ca- 
nada bonds were selling to yield about 3-75 
per cent. During the past two months the 


rate has been under 3:20. Treasury bill rates 
also declined. A year ago the rate on 3 month 
bills was around 1-60 per cent. Currently 
this rate is about 1-15 per cent. The average 
rate of interest on the government’s entire 
funded debt was 2-86 per cent a year ago. 
Now it stands at 2-74. 


FEDERAL-PROVINCIAL RELATIONS 


Federal-provincial relations are currently 
a matter of particular interest and concern. 
They are one of the most important problems 
facing us as a nation today. I do not propose 
at this time to review them in detail, or to 
suggest any revisions or alternatives to our 
present arrangements. We will be meeting 
with the provincial representatives later this 
month, preliminary to a full federal-provincial 
fiscal conference later in the year. We on 
our part, and I am quite sure this is true of 
all others, will be coming to these meetings 
with open minds, and I do not wish to pre- 
judge the issues and the problems we shall 
then be discussing. 


Government in a federal state is an 
extremely complex matter, and in no field is 
this truer than in _ federal-provincial 
financial relations. Various provincial spokes- 
men have from time to time expressed views 
on these questions. Some have proposed larger 
payments by the federal government to the 
provinces; others have asked that the federal 
government take on additional responsibilities, 
or contribute substantially to their cost. Some 
have pressed for a return to what they believe 
to be the original intentions of the framers 
of our constitution; others have advocated 
a formal reallocation of financial powers and 
responsibilities. 

I find it difficult to envisage any re- 
allocation of taxing powers or more precise 
definition of sources of revenue that is likely 
to meet all future contingencies. If that is the 
case, there is much to be said for medium- 
term agreements, freely entered into, and 
subject to renewal or reconsideration at 
regular intervals. I think we are more likely 
to reach sensible and acceptable solutions in 
that way. 

No one, so far as I know, has ever claimed 
that the tax rental approach has been 
satisfactory in all respects; but it would be 
most unwise to undervalue the many advan- 
tages the country has gained from it. These 
agreements have been a unique and interest- 


ing experience in intergovernmental co- 
operation and the disagreements that have 
occurred from time to time should not lead 
us to overlook the substantial benefits that 
have accrued to the provincial governments 
and to the people of Canada through this 
co-operation. 


In considering our future course of action 
we can hope and expect that the expansion 
of our economy will continue to provide a 
tax potential sufficient for all levels of gov- 
ernment. I suggest that we should seek a 
scheme of federal-provincial fiscal arrange- 
ments that will provide the total revenues 
required with the greatest degree of equity 
and efficiency; that will impose as little 
duplication and confusion as possible on the 
common body of taxpayers; that will spend 
the revenues so acquired so as to afford 
the greatest measure. of public service; and 
at the same time will fully preserve provincial 
autonomy as provided in our constitution. Our 
success in achieving the best possible blend 
of these will be the test of our collective 
statesmanship. 

I have not considered it necessary at this 
time to refer in any detail to the solution 
reached in the matter of the credits for 
personal income tax levied by the province of 
Quebec. This was explained to this house by 
the Prime Minister on January 17 last. I need 
only say that no other province has indicated 
a desire to withdraw from its agreement in 
favour of terms similar to those made avail- 
able to Quebec. Among the resolutions I shall 
be tabling this evening will be those giving 
effect to the arrangements announced by the 
Prime Minister last January. 

May I say by way of interpolation that 
I am quite sure nearly all Canadians are 
extremely pleased that the present Prime 
Minister (Mr. St. Laurent) will be presiding 
over the conference with the provincial 
premiers. 


TAX POLICY 


I come now to the question of what should 
be the basic principles governing our tax 
policy this year. 

I am sure that all will agree that when 
employment and incomes are high, and the 
economy expanding at a normally healthy 
rate, we should fully balance our budget, 
with a modest amount for the reduction of 
debt. 


I think there will also be general agreement 
that, under boom conditions when abnormal 
demands are putting undue strain on our 
resources and inflationary pressures are 
building up, fiscal policy should play its 
part, along with other appropriate policies, 
in placing some restraint on such boom con- 
ditions. Conversely, when the rate of 
economic advance slackens, and the economy 
as a whole is not fully employed, a moderate 
budgetary deficit should be no cause for 
alarm. 

Let me add at once that I do not think that 
fiscal policy is the only means of promoting 
economic stability and expansion. Fiscal 
policy is just one of several means to that end. 
Monetary policy, trade policy and policies 
relating to resource development and basic 
income maintenance are equally important, 
and in certain contexts may have consider- 
ably greater influence. The important thing 
is that all the useful tools and weapons at 
the disposal of the government should be 
used and directed toward that fundamental 
objective of all economic policy—the steady 
expansion of the wealth and welfare, the 
employment and incomes, of the Canadian 
people. Nor would I want to leave the im- 
pression that governments alone bear these 


responsibilities. The healthy expansion of 
the Canadian economy is  everybody’s 
business. 


Fiscal policy, however, is one of several 
important means of promoting the expansion 
of wealth and welfare. I propose to recom- 
mend to the house a tax policy and a tax 
structure that would produce a balanced bud- 
get under conditions which represent a high 
level of output and employment. 

There are various ways of describing what 
we mean by high levels of employment and 
incomes, and various ways of estimating 
what revenues a certain tax structure will 
produce from a given level of activity. This 
is not a simple exercise, but I shall put it in 
simple terms without adding all the qualifica- 
tions—the “ifs” and ‘“buts”—which perhaps 
ought to accompany it. 

1953 was a good year in fact the best we 
have ever had. The gross national product 
in that year was $24.4 billion. Our avail- 
able labour force, our managerial and tech- 
nical skills, and our stock of capital 
equipment should grow and improve. Con- 
sequently our capacity to produce goods and 
services should normally expand. Had we 
had this expansion during the past year, our 
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gross national product in 1954 would have 
been a bit over $25 billion. Actually it was 
only $24 billion. 

If it were possible to pick up this slack 
and at the same time add a normal rate of 
growth, we would have a gross national 
product in 1955 of a little more than $26 
billion. I propose, therefore, to recommend 
a tax structure which, as closely as I can 
estimate, would produce a balanced budget 
if we had a gross national product of about 
$26 billion. 

As I said a moment ago, it is not a simple 
matter to forcecast revenues under chang- 
ing economic conditions. Our tax structure 
as a whole is progressive, that is, our tax 
yields tend to rise more rapidly and fall 
more rapidly than the national income as a 
whole. How rapidly our revenues rise or fall 
depends largely on the shifts in the various 
elements that make up the total national 
income. 

After analysing all the relevant considera- 
tions, I have concluded that our present tax 
structure would produce revenues close to 
$4,550 million if we had a gross national 
product of $26 billion. I have already said 
that I do not expect that we shall average 
so high a rate for 1955 as a whole, but I am 
hopeful that we shall reach that rate before 
the end of our fiscal year. For the purpose 
of forecasting our actual revenues I shall 
assume, as I said earlier, a realised gross 
national product of $253 billion in this 
calendar year, and on that basis our federal 
revenues will be about $4,350 million. 

If I may have unanimous consent I would 
like to place in Hansard at this point a table 
showing my estimate of our revenues for the 
year just closed and of the revenues that 
would be received in the coming year if no 
changes in taxation were made. 


TABLE I 


Revenues before Tax Changes 
(in millions of dollars) 


Preliminary Forecast 

1954-55 1955-56 
Personal income! tax, j.as4 eee $1,176 $1,235 
Non-resident income tax ...... 61 65 
Corporation income tax ........ 1,008 1,085 
SUCCESSION VAUTICS Waesa esse 42 45 
CUSTOMS AGULICS ES sete reve cls cies oe 393 416 
IY GISE 2 GULICS Meier Aeon Givcite oie 227 238 
SaALleSmed Soom title aera ee 576 600 
Other Vexcise” taxes, tis: coceenl oe 254 265 
Miscellaneous taxes ............ 16 17 
Total tax revenues .......... 3,753 3,960: 
Non-tax revenues and credits .. 354 390 
$4,107 $4,350 


The main estimates of expenditure have 


already been tabled in the amount of $4,360 ° 


million. The government has continued its 
efforts toward maximum economy and effi- 
ciency in government operations. With the 
co-operation of all my colleagues it has been 
possible this year to achieve a reduction in 
the main estimates—the first in seven years. 
Decreases from last year are shown for ten 
departments. The reduction in estimates has 
been achieved after providing for the auto- 
matic increase in social security payments 
arising from the growth of our population. 
In order to help maintain employment, there 
has been no curtailment in the planned 
program of useful and necessary public 
works. Indeed, if we include loans to govern- 
ment agencies, there is provision for a sub- 
stantial increase in expenditures on public 
works during the present year. Also there 
is provision for the normal expansion of 
government services designed to promote the 
expansion of our economy. For this purpose, 
increases have been proposed in the outlays 
on research, on services which encourage the 
development of resources, and on the adminis- 
tration and development of our northern 
areas. 


We have sought to reduce expenditures 
through economies in administration and 
overhead. In the coming year there will be 
substantial savings in interest charges result- 
ing from refinancing of loans at lower interest 
rates. Additional steps have been taken to 
ensure proper economy in the use of staff in 
government departments. Administrative pro- 
cedures are constantly being reviewed in 
order to eliminate waste and to increase 
efficiency. There will be no relaxation in 
these efforts. The more successful we are in 
the exercise of economy and efficiency in 
operating costs, the more possible it will be 
to provide necessary services and to undertake 
constructive projects which promote the 
growth and prosperity of our economy. 

There will, of course, be the usual supple- 
mentaries. On the other hand, there will be 
the usual lapsings and underspending in many 
of the 500 separate items in the estimates. 
After a careful study of all these factors, I 
have reached the conclusion that a fair esti- 
mate of our actual spending during the com- 
ing year is $4,300 million. Thus on the basis 
of the accounting methods we have been 
using in the past I would expect a surplus of 
about $50 million at the present rates of 
taxation. 

At this point, however, I should like to 
report on the operations of the old age secur- 
ity fund. Hon. members will recall that 
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parliament set up this system and this fund in 
1951, and it came into operation in stages 
during 1952. The revenue of the fund comes 
from a two per cent sales tax, a two per cent 
corporation income tax, and a two per cent 
personal income tax (with a maximum indi- 
vidual payment of $60. 

The amount and the disposition of the 
annual deficit of this fund are shown in the 
following table which I ask leave to place 
upon Hansard: 


TABLE II 


Old Age Security Fund 
(in millions of dollars) 


Fiscal Pay- Disposition of 
Years Receipts ments Deficit Deficit 
1951-52 $26 $76 $50 Charged to current 
expenditure 
1952-53 244 323 99 Written off to 
active asset reserve 
1953-54 293 339 46 Carried as a 
temporary loan 
1954-55* 291 353 62 Carried as a 


temporary loan 

*Preliminary—final figures not available until final 
closing of the 1954-55 accounts. 

The deficit in the fund for the year just 
closed is about $62 million and during the 
coming year I expect that it will be about 
the same. 


We have now had three full years of experi- 
ence with the operations of this fund, and I 
think we should now take steps to close out 
the deficit each year. I propose, therefore, 
to ask the authority of parliament to wipe out 
the temporary loan for the year 1953-54 by 
charging it to current expenditure in the 
year 1954-55. Similarly I shall ask parlia- 
ment in the June supplementaries, when the 
exact deficit for 1954-55 is known, to charge 
the past year’s deficit to this year’s expendi- 
ture. 

When this is done it will have the effect of 
increasing our budgetary deficit for the year 
just ended by $46 million; that is, instead 
of the $148 million I reported earlier, and 
also referred to in the white paper, the 
adjusted deficit will be $194 million. It will 
have the further effect of adjusting the cur- 
rent year’s estimated expenditure from the 
$4,300 million I mentioned a moment ago to 
$4,362 million. 

Having forecast the revenues, before any 
tax changes, at $4,350 million, and the 
expenditures at $4,362 million, I would face 
a deficit of $12 million this year. If, however, 
employment, incomes and business activity 
were at the desirable level—that is, such as 
to yield a gross national product of about 
$26 billion—our present tax structure would 


be generating a substantial surplus. I think 
in these circumstances it is good sense to 
anticipate this situation and make some 
moderate tax reductions now. 

Apart from and outside the budget, we shall 
as usual be called upon to make a number 
of authorized loans and advances for which 
we must find cash. The Canadian National 
Railways capital requirements are financed 
initially by advances from the government. 
In 1955 these may amount to $150 million. 
Loans to the St. Lawrence seaway authority 
will be about $50 million and another $40 or 
$50 million will probably be required for 
advances to Central Mortgage and Housing 
Corporation. In addition cash will be needed 
for other crown corporations and depart- 
mental working capital accounts, for loans 
to veterans and other authorized purposes. 
Moreover, I should expect that there will be 
substantial net disbursements from the 
defence equipment replacement account. 

On the other hand, we shall have cash 
coming in from the repayment of various 
loans and advances and from various annuity, 
insurance and pension accounts which the 
government administers. Changes during the 
year in the exchange fund cannot be accu- 
rately forecast. However, all in all I should 
expect that apart from our funded debt and 
exchange fund operations and the net require- 
ments of the Canadian National Railways, the 
non-budgetary accounts will be approxi- 
mately in balance. 


TAX AND TARIFF CHANGES 


I turn now to specific tax proposals. The 
burden of our present taxes is, I believe, dis- 
tributed pretty fairly and sensibly. My 
problem, therefore, is to spread such reduc- 
tions as I am able to recommend as fairly 
as possible. However, in addition to wanting 
to be as fair as possible, it is desirable that 
the reductions be made where they will be 
helpful in encouraging business activity and 
promoting employment. 


CORPORATION INCOME TAXES 


It is well known that a great part of our 
post-war industrial development has been 
financed out of corporate earnings which have 
been retained to expand production and create 
more jobs. Our present rate of tax on cor- 
porate profits is very high. The standard rate 
takes away nearly half the earnings of busi- 
ness enterprise. I share my predecessor’s 
view that in the interests of the future of 
Canada—and that means all of us—the rate 


12 


should be lowered as circumstances permit. 


‘Sound and prudent government policies with 


respect to business enterprise encourage the 
growth and expansion of the whole country. 

In the light of these considerations I pro- 
pose to reduce the standard corporate rate 
from the present 49 per cent level to 47 per 
cent effective January 1, 1955. On an annual, 
basis this will reduce revenue by about $43 
million and the revenue loss for this fiscal 
year will be about $28 million. 


PERSONAL INCOME TAX 


The personal income tax is our largest 
source of revenue. It is also a progressive 
tax, broadly based, and directly touches more 
than 3,800,000 individual taxpayers. It is a 
tax where changes in rates—up or down—are 
quickly reflected in the current stream of . 
personal incomes. It is in this direction that 
I propose to apply the greater part of the 
relief available this year. 

I am recommending a new schedule of 
rates which will reduce the tax payable by 
12 to 13 per cent for 85 per cent of our tax- 
payers. The method by which this result will 
be reached is to reduce the rates of tax pay- 
able on each bracket of income by two per- 
centage points. The maximum reduction in 
the tax payable will be 13.3 per cent. Every 
married taxpayer with an income up to about 
$5,000 will get at least a 12 per cent reduction. 
The rate of reduction beyond this point drops 
off gradually until it reaches 2.8 per cent at 
the highest income levels. 

These changes, as is our regular practice, 
will be effective July 1, 1955. This means 
that for the great majority of taxpayers their 
tax reductions at the source will be reduced 
by 12 or 13 per cent commencing with their 
July pay cheques. For the calendar year 1955 
the reduction in total tax payable will, of 
course, be just half that which I have men- 
tioned, because every taxpayer will have paid 
during the first six months at the old rate, 
and the last six months at the new. 

This reduction in personal income taxes 
will be confined to the regular income tax as 
calculated under the graduated schedule of 
rates and will not apply to that part of income 
tax levied under the old age security act 
nor to the special 4 per cent tax on invest- 
ment income. The cost to the treasury of 
this abatement will be $128 million in a 
full year, or $85 million in this fiscal year. 

With consent I should like to place on 
Hansard at this point the usual tables show- 
ing the tax payable at various income levels 
for the calendar year 1954, the calendar year 
1955, and on a tull year basis. 
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TABLE III 
Errect oF THE Proposep Prersonat Income Tax CHANGES 


SrnGie TAXPAYER 


Tax for 1955 
(6 months at | Taxinfull | % reduction 


Income Tax paid present rates | year at new | in full year 
for 1954 and 6 months rates 
at new rates) 
$ $ $ $ 
* SR Hiei tog al tro o F. ae os 
DM 5c Bac we BUS cee Sect ETSI tin Re aaa eae roe 70 65 13-3 
BARR. one Ses Ae Pere Fe Tee ME oO eer 150 140 130 13-3 
BOD s c5 cds bases calls 2 alee aie Set HG ee et 235 220 205 12-8 
~ UT ene ee EERE | ere GRRE CAs 8 POE cee 320 300 280 12-5 
BIRO ithe stts Sealine: (bore Sas ene = AR Se Re 415 390 365 12-0 
A See Petes, 2S epeieggees Rt: PU ae Oa SS oe 510 480 450 11-8 
SPU Sais Tee are oo Otic RR Sela. a Petts es aes 700 - 660 620 11-4 
POON o):  ik. ce atts lake Bok Fan ee UR a eRe 1,270 1,205 1,140 10-2- 
tt oe Pen eee: Gaetr ees edge” CR ces ole aed 1,960 1,870 1,780 9-2 
(tS | Eee ee eRe! oT IO en 3,760 3,620 3,480 7-4 
POND. . 5 <4. ee Re d Sec oc eats S Aaret peat oh 5, 960 5,770 5,580 6-4 
A ne ae, oe Eee Woke: | st Se Rees) eae 10, 660 10,370 10,080 5-4 
DA OO. sn Said cc A TOE Fa, RE AOL CRP IS 21,814 21,324 20, 834 4-5 
2B, ODO... wast as oceans on Reece. Se STEN EL 37, 264 36, 524 35, 784 4-0 
10D OGD... as VOT. cc ee eet ee ee eee 53,714 52,724 51,734 3-7 
SOD O08 cs cee. ys oe Leeks Se ah Oe ae Sen 126,414 124,424 122,434 3-1 
AD O00 6 5 cic s Bo 6 3. OD ete cae ern Sd eae Re 283,114 279,124 275,134 2-8 
Nor 


E: 
(1) The old age security tax of 2 per cent of taxable income (maximum tax $60) is payable in addition to the 
above amounts. 


(2) In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part of 
income which is in excess of $30,000 is from investments, but no account has been taken of the tax credit for 
dividends from Canadian corporations. 


TABLE IV 
EFFECT OF THE PROPOSED PERSONAL INCoME Tax CHANGES 
MarRRIED TaxPAYER—No D&PENDENTS 


Tax for 1955 
(6 months at | Tax infull | % reduction 


Income Tax paid present rates | year at new | in full year 
for 1954 and 6 months rates 
at new rates) 
$ $ $ % 
ME Bee ee AI ET soir ene ol tia dy Sak -— — — — 
BK aise «= haus bate eek oe eet ee oon Eee cota 75 70 65 13-3 
S000). 20k 7. FAR cRe Re Bis 2 te tad nse 150 140 130 13-3 
S GAD ncecing ery dee pinee te betteds tabierervnias tas) chides 235 220 205 12-8 
Ah DD Se icc bocce Vics sea as an EAS comtiae we ae 320 300 280 12-5 
i) Se eeeings AO 2y ee Pe yRRNer | aim 510 480 450 11-8 
ee ee Bi aogtye Pr oe the is th dart al coe 1,030 975 920 10-7 
10, 000.ui. WE Sk. con EPR... BRIER, 00.5 1,660 1,580 1,500 9-6 
45 OOD cd, ancsadcseaecalr stb cuntaterve emcattgle <0 anh iis + acba aa 3,360 3, 230 3,100 7-7 
OH, O00. 5 ic ces aes tig ce SPE Ke eae res 5,510 5,330 5, 150 6:5 
Si OOD. cs3 - wa sie dwrewstewncety « eet s Bey heed coeur. sii ni 10, 160 9,880 9,600 5-5 
BEY OOD int << deauazs < atl See eas ee Sateen eis 21,264 20, 784 20, 304 4-5 
FE OOD, osc sv's love oy Oates Cae ek OE ae > emer ae care 36, 664 35, 934 35, 204 4-0 
BDO, CBG. . ca Mc o MO ADRRRE RA 0 Set Ata as sNRD o's aie heer ote 53, 064 52, 084 51,104 3-7 
D0. 10D... 5 caste Saasln ese tien ark Ti oes “OP Berens aisle taka 125,714 123, 734 121,754 3-2 
BOO, O00. 5b 5 cd LI c Pr soee es oae ad RIE. Rebates 282, 364 278, 384 274, 404 2-8 
N 


E: 

(1) The old age security tax of 2 per cent of taxable income (maximum tax $60) is payable in addition to the 
above amounts. 

(2) In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part of 
income which is in excess of $30,000 is from investments, but no account has been taken of the tax credit for 
dividends from Canadian corporations. 
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TABLE V 


Errect or THE PRroposeD PrrRsonaL INcomME Tax CHANGES 


Marriep Taxpayer—WitTH Two Curipren Evicisite ror Famity ALLOWANCES 


Tax for 1955 


(6 months at} Tax in full % reduction 
Income Tax paid present rates | year at new in full year 
for 1954 and 6 months rates 
at new rates) 

3 $ $ $ % 
DESO G ES Ee St: Sa ee ee eee eee Oe ae ~ — — — 
PIN NOP terrain Sia (RAP 4 CAR SRN nh ay Siem ty 30 28 26 13-3 
SEU Ded ne Siac, apn ana Net Me MMM | ali ~ 105 98 91 13-3 
SPL OUO em Chihe Ona cc. SMA RENE: OMI Re Ee eee 184 172 160 13-0 
A: OOO tere tet We aroakavesith oslo sat he ee 269 252 235 12-6 
OULU et cacti ee eee es ee OR Oe wena er 453 426 399 11-9 
VU) pein Gt an he oe. inh sae Gk 964 912 860 10-8 

LO SOOO F Searches etait. Miers acca toi RRO: coed 1, 582 1,505 1,428 9-7 
LO AOU Ye, aracecs stutter aun elas. coche EE nc che ot: 38, 240 3,13 2,986 7-8 
ZO S000 rs cerpec eds, AAG. Ace, CO Laie Wyse. bie 5,375 5,198 5,021 6-6 
BOROOO Mc: checker eas Ss. kee ee oy ae 10,010 9,733 9,456 5:5 
OD OOO ores odhctav toe eRe O c Ais RM SN cet bs, be OO rE 21,099 20, 622 20,145 4-5 
LO NOONE srarsrscacchoms <6 A GR rok eee tea 36,484 3D, (07 35, 030 4-0 
LOOKQ00E ois hon steraty cee inne oka eee 52,869 51,892 50,915 8 10// 
ZOO FOU0 Seeccin et ch ee oe ee eT een amet’ 125, 504 123,527 121, 550 3-2 
E00; O00 cet rests. Ane eee a ane fc ctmtas oe ee ot en 282,139 278, 162 274,185 2-8 


ee ee EE OO eel | 


Nore: 


(1) The old age security tax of 2 per cent of taxable income (maximum tax $60) is payable in addition to the 


above amounts. 


(2 


Ww 


dividends from Canadian corporations. 


Le ee eS SE 


There are a number of minor changes in 
the field of income tax that need to be made. 
Many of these will be found in the resolu- 
tions. I perhaps might explain some of them. 

Our Income Tax Act imposes a special tax 
of 4 per cent on investment income. Profits 
from carrying on business are, of course, 
earned income and not subject to this tax. 
In the case of rental incomes derived from 
the ownership and management of real estate 
it has been found impossible to draw a con- 
sistent line defining the “carrying on of a 
business”. I am proposing, therefore, that 
income in the form of rentals from real estate 
be excluded from the base to which the 
special 4 per cent tax on investment income 
applies. The revenue loss will be about 
$700,000 in a full year, and about $300,000 in 
this fiscal year. 


In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part of 
income which is in excess of $30,000 is from investments, but 


no account has been taken of the tax credit for 


SS SS See 


An amendment will be introduced to allow 
as a business expense the costs incidental to 
borrowing money and issuing shares. This 
deduction will cover such items as profes- 
sional fees, printing costs, and the like, but 
will not include bond discount or commissions 
on the sale of securities. 


The amending bill will make provision for 
a tax on companies which in future pay divi- 
dends out of “designated” surplus to non- 
resident persons or to tax-exempt persons 
where control of the corporation has been 
acquired since December 31, 1954. The rate 
of tax on such companies will be 15 
per cent and it will be computed by reference 
to the amount of dividends paid to the person 
controlling it. 


For fiscal periods ending in 1956 and there- 
after, income in the form of rentals in excess 
of 10 per cent of sross income will disqualify 


a company from the status of “non-resident 
owned investment corporation”. Likewise, 
the receipt of income from operating ships 
or aircraft will debar a company from the 
status of “foreign business corporation”. 

Commencing tomorrow, payments for tim- 
ber cut in Canada made to non-resident 
persons will be subject to our regular 15 
per cent tax. This will close a gap in the 
existing law. 

Our tax laws contain special incentive pro- 
visions for the oil, gas and mining industries. 
It has been the policy in the past few years 
to review these provisions each year and 
annually to grant an extension of them. There 
are certain advantages in this procedure but, 
on the other hand, it carries with it some 
uncertainty for the future. In the past few 
months I have been giving considerable 
thought to the operation of these incentives 
and to the importance of these two industries 
to the future of Canada. I believe these 
special tax provisions have clearly established 
their value in promoting expansion and I now 
propose to make them a permanent part of 
our law. There is one minor exception to 
the general statement I have made. The 
tax credits which are specially authorized 
under orders in council for deep test wells 
will not be continued beyond the present 
year. 

In addition to the income tax changes 
which I have just mentioned the amending 
bill will contain numerous changes of a 
technical nature and less general in their 
application. 

Now just a word about succession duties. 
The budget speech of last year indicated the 
intention of the government to undertake a 
complete revision of the act and invited 
representations regarding it. Useful briefs 
and comments have been received and the 
work of drafting and shaping a new structure 
is under way. The task has proved to be 
somewhat more difficult and time-consuming 
than was anticipated. The new bill will not 
be ready for introduction at the present 
session, but I hope it will be ready next 
year. In the meantime the present law will 
stand unchanged. 


CUSTOMS TARIFF 


The resolutions which I am placing before 
the house tonight contain a number of tariff 
changes; for the most part, however, these 
changes are of a familiar character. Many 
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of them are essentially formal; but they serve 
to bring the wording of individual tariff 
items into line with changing trade practices 
and changing technology. Others make per- 
manent certain temporary reductions in our 
tariffs on materials imported for use in 
Canadian manufacturing, reductions that 
were originally introduced by order in coun- 
cil in past years on a trial basis. Still others 
provide for new tariff reductions. 

None of the proposed tariff changes affects 
items producing a substantial amount of 
revenue, and the aggregate effect of all the 
changes on revenues will not be significant. 
Nevertheless a number of the changes are of 
some general interest. 

One of these relates to Canadians return- 
ing from abroad. Recently the tariff board 
ruled that returning Canadians are not en- 
titled to bring in their personal and house- 
hold goods as settlers’ effects, and therefore 
some new provision has to be made for 
them. I am sure we do not want to put 
obstacles in the path of Canadians who, after 
working or studying abroad, decide to come 
home. Accordingly I propose to extend to 
all returning Canadians facilities similar to 
those at present available to members of the 
armed forces and government employees 
who have been posted abroad for more than 
one year. 

In our effort to keep the tariff abreast of 
technical changes we have substantially re- 
written two groups of items, one covering 
sugar syrups and molasses and the other 
covering aircraft parts. In the former field, 
apart from one deliberate reduction, no 
changes are intended from the rates in effect 
over past years. In the latter field there are 
a number of reductions. 

A number of the reductions will benefit 
farmers, directly or indirectly, They include 
reduction or elimination of tarifis on 
brooders for farm animals, certain com- 
ponents of feedstuffs, sweet potato seedlings, 
poultry eviscerating equipment, and others. 

Several items will be of interest to the 
fishing industry, in particular the elimination 
of duty on fishing vessels over 100 feet in 
length and the reduction of duty on fish meal 
plant and fish cooking equipment. 

Two items in tonight’s resolution stem from 
reports of the tariff board. Some years ago 
the board reviewed the whole plastics sched- 
ule and recommended a series of adjustments 
in rates which parliament adopted in 1952. 


Naturally there have been changes since that 
time in the rapidly developing plastics in- 
dustry. Some of these changes were in fact 
forecast in 1952, and I have recently received 
a supplementary report which my predeces- 
sor requested from the board on polyethylene 
and its products. This report recommends a 
change from free entry to a rate of 10 per 
cent for polyethylene resins, together with 
some consequential adjustments on manu- 
factures of polyethylene. After considering 
this report I have decided to recommend a 
rate of 73 per cent together with appro- 
priate consequential adjustments. In addi- 
tion, the duty on phenol aldehyde resins is 
changed from free entry to 73 per cent, 
except when used for the manufacture of 
plywood. The new rate is in line with those 
established in 1952. 

This evening I am tabling two tariff board 
reports. One, which I have just mentioned, 
relates to polyethylene, and the decision to 
accept its recommendations in large measure 
is emtbodied in tonight’s resolutions. The 
other, relating to ethylene glycol, recom- 
mends an increase in a rate bound under 
GATT. If it is decided to accept this recom- 
mendation, it will be necessary to renegotiate 
the rate under the provisions of GATT; other- 
wise the GATT countries affected might with- 
draw tariff concessions of value to our ex- 
porters. It may be necessary to introduce 
this item, and possibly one or two others, 
into the resolutions as an amendment at the 
time they are in committee. 

It is my intention to continue the practice 
of my predecessors in referring individual 
tariff rates or sections of the tariff to the 
tariff board from time to time. This is one 
of the ways, and a very important way, of 
keeping our tariff abreast of technical and 
industrial change, and the newly revised 
GATT will allow us a little more flexibility 
than the old. However, I should like to em- 
phasize that I am not implying any general 
change in our present commercial policy. 

I am at present planning to refer to the 
tariff board two sections of the tariff that 
have become out of date: a section covering 
chemicals, and a section covering primary 
iron and steel products. The former section is, 
perhaps, the more urgently in need of review, 
because the chemical industry has been chang- 
ing and developing so rapidly; but the prim- 
ary iron and steel schedule was worked out 
many years ago and badly needs overhaul- 
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ing. I am also planning to refer to the tariff 
board the item covering potatoes. There have 
been many representations made to the gov- 
ernment on this commodity. I am aware of 
the varied regional and seasonal aspects of 
this problem, and I believe the tariff board is 
the appropriate body to study and report 
upon it. 


SALES AND EXCISE TAXES 


Turning now to the field of domestic com- 
modity taxes, I should say at once that I am 
not making any change in the general sales 
tax. Iam proposing, however, a few additions 
to the schedule of exemptions. These include, 
among others, materials to be used exclusively 
in the manufacture or production of feeds 
for poultry, cattle and other livestock and fur- 
bearing animals; creosote oil and other wood 
preservatives when used exclusively in the 
treatment of timber; poles or lumber; perfor- 
ated bituminous fibre pipe for drainage pur- 
poses not exceeding 4 inches in diameter; 
floor tile and wall paper. It is estimated that 
the cost of allowing sales tax exemption on 
these items will be about $1 million annually. 

No changes will be made this year in the 
special class of taxes on liquor, beer, wines, 
cigarettes and tobacco products. 

This leaves for consideration 
called special excise taxes. 

A few of these items bear a rate of 15 per 
cent. This higher rate still applies to auto- 
mobiles and to radios and T.V. sets. In the 
case of radios and T.V. sets hon. members 
will recall that this tax replaces the former 
annual licence fee on all receiving sets. 


In the case of automobiles, however, I think 
the rate should now be brought down to 10 
per cent. Effective tomorrow, therefore, the 
rate of excise tax on automobiles will be 
reduced by 5 percentage points. It is esti- 
mated that on a full year’s basis this reduc- 
tion will cost the treasury $27 million and 
in the current fiscal year $26 million. 


At the present the 10 per cent excise tax 
applies to tires and tubes; not merely to 
automobile tires but also to those used for 
trucks, buses, and aircraft. In these latter 
cases the special tax applies to items which 
enter into the cost of carrying on certain 
kinds of business. I have decided to repeal 
completely the excise tax on all tires and 
tubes regardless of their use. The revenue 
loss will be $8-5 million in a full year and 
$8 million in this fiscal year. 


the so- 


My colleague the Minister of National Reve- 
nue (Mr. McCann) has asked me to give 
notice that in accordance with standard prac- 
tice no claims for refunds arising out of tax 
reductions in respect of goods on which tax 
has been paid, will be entertained. 


Before leaving this subject of sales and 
excise taxes I want to say that my colleague, 
the Minister of National Revenue, and I are 
concerned about the present statutory provi- 
sions with respect to the base on which the 
tax rate applies. The problem arises when 
manufacturers sell to customers at different 
levels in the marketing process. This and 
several related questions need careful exami- 
nation. In view of the nature of the particu- 
lar problems involved it seems desirable to 
seek some advice from persons outside the 
government service. We propose, therefore, to 
invite a small committee, including experi- 
enced persons in the business world, to study 
these technical problems with us and to make 
recommendations. 


May I say at this point, Mr. Speaker, what 
T think all hon. members know, that the Min- 
ister of Finance imposes and receives taxes. 
It is the duty of the Minister of National 
Revenue and his department to collect them. 
I should like to express my thanks to him 
and to his officials for the efficient and impar- 
tial manner in which this duty is discharged. 


SUMMARY AND CONCLUSION 


I am now in a position to summarize my 
over-all budgetary position for the coming 
year. The total tax reductions I have pro- 
posed will reduce the revenue by about $207 
million in a full year, and the actual revenues 
in this fiscal year by approximately $148 
million. If I may have consent I shall insert 
here in Hansard the following table of ex- 
pected annual revenues. 


1955-56 Revenues Before and After Tax Changes 
(in millions of dollars) 


Before Reduction After 


Personal income tax . $1,235 $85 $1,150 
Non-resident tax ........ 65 ~ 65 
Corporation income tax .. 1,085 28 1,057 
Succession Duties ........ 45 - 45 
Customs duties us... 5aa5 410 - 410 
Excise dulled, dscap charm 238 238 
Sales. tO cosxtusssabewian 600 1 599 
Other excise taxes ...... 265 34 231 
Other tHKeS .s.tessaneres 17 17 

Total tax revenue 3,960 148 3,812 
Non-tax revenue ........ 390 - 390 

otal). dss sisecbewes toe $4,350 $148 $4,202 
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It will be seen that I estimate the total 
revenue to be $4,202 million. Since I have 
forecast expenditures, including the past 
year’s deficit in the old age security fund, at 
$4,362 million, I shall expect a budgetary 
deficit this year of $160 million, as compared 
with the adjusted deficit for last year of $194 
million. 

But in line with my earlier analysis, as we 
reach a level of economic activity represented 
by a gross national product of $26 billion, 
I would expect our revenues, after making 
these tax changes, to be flowing in at an 
annual rate of about $4,350 million. Under 
these conditions our deficit in the old age 
security fund would be declining, and I 
would therefore expect our flow of total 
revenue and expenditure to be in very close 
balance. 


I have one further matter I should like to 
mention. I referred earlier in my speech to 
existing policies which are promoting steady 
economic expansion. 


I have referred to monetary and trade 
policies and I have naturally dealt at some 
length with fiscal policy. I have also men- 
tioned our policies relating to basic income 
maintenance and social security; unemploy- 
ment insurance, family allowances, old age 
security, pensions to veterans, the disabled 
and the blind, agricultural and fisheries 
price supports. 


I should like to say something more about 
the longer-run questions of economic expan- 
sion. The long-term economic outlook for 
Canada is extremely bright. It has changed 
tremendously in the past 25 or 30 years, and 
it will continue to change. The world we 
live in has changed too, and that process 
will go on. 


To meet these changes, as a federal govern- 
ment we are spending many scores of mil- 
lions of dollars on research, surveys and 
development, and we have been steadily 
increasing our expenditure in these directions 
year by year. The provinces are doing a 
good deal along these lines also. Several of 
them have research councils and industrial 
development councils, and recently I have 
been greatly interested to learn something of 
the regional development council set up 
co-operatively in the Atlantic provinces. I 
think we all agree that this money and these 
efforts have been paying us dividends and 
will continue to do so. 


None of us has any doubts as to our great 
future, or of our capacity greatly to expand 
our population and our standards of living. 
I suppose that all of us in the house have, 
from time to time, made speeches about our 
great opportunities and our shining future. 
I think the time has come to spend a little 
time, thought and money on carefully docu- 
menting the reality underlying these after- 
dinner speeches. 


The government intends, therefore, to 
appoint a royal commission with instructions 
to look ahead and examine carefully our 
future economic prospects. The sort of study 
we have in mind would include probable 
developments both in our productive capaci- 
ties and in our external markets. It would 
include an examination of our population 
growth in both its regional and age distribu- 
tion aspects. It would assemble information 
and speculate thoughtfully about the magni- 
tude and nature of our future requirements 
for the great varieties of physical amenities 
which contribute to a steadily rising level of 
well-being. I am sure our provincial and 
municipal governments, our businessmen and 
producers, management and workers, would 
like to have comprehensive and carefully 
documented analyses of our various poten- 
tialities. 


All Canadians will agree that a clear 
understanding of these matters is a first step 
in developing wise and practical policies. 
Wise and practical policies are founded on 
knowledge, inspiration and courage. The 
Canadian people have always demonstrated 
that they have inspiration and courage. I 
suggest we improve our knowledge that we 
may not fail to take full and proper advan- 
tage of the heritage with which Providence 
has so richly endowed this nation. 


What would emerge from the work of such 
a royal commission? Not a detailed blue- 
print of the Canadian economy 30 years 
hence; that would be impossible. Nor a long 
series of detailed policy recommendations; 
governments cannot abdicate their functions 
to royal commissions. 


I think the work of this royal commission 
will do several things. It will focus public 
attention, here and abroad, in a rather speci- 
fic and detailed way, on our prospects. It 
will gather together the considerable amount 
of material already in existence, but scattered 
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in many different places, that throws light 
on these prospects. It will also promote and 
stimulate studies to fill the many gaps in 
essential factual material. It will sharpen 
our understanding of some of the problems 
we face, and will provide useful guides to 
governments and businessmen and to leaders 
in all walks of life, in making plans and 
policies for the future. 

This will be no short-run undertaking. The 
commission will probably take many months 
to complete its report. But in the light of 
such a report on our economic prospects, and 
the further and continuing studies it will 
inspire, we shall all of us be better able to 
review our current policies, revise or modify 
those which may have served us well in the. 
past, but may not be so well adapted to the 
coming decades, and press forward those 
which seem likely best to serve our future. 

That, Mr. Speaker, completes the contents 
of my budget for 1955. The financial policies 
of this government, I dare say, over the past 
two decades have won the respect and admi- 
ration of our friends in other countries and, 
if I can count, sir, seem to have met with 
the approval of our people at home. 


RESOLUTIONS 
INCOME TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Income Tax Act and to 
provide, amongst other things: 

1. That for the 1956 and subsequent taxation 
years each of the graduated rates of tax at 
present applicable to individuals be reduced 
by two percentage points, and that for the 
1955 taxation year each of the graduated rates 
of tax at present applicable to individuals be 
reduced by one percentage point. 


2. That with respect to income of corpora- 
tions earned on and after January 1, 1955, the 
47 per cent rate of tax on income in excess of 
$20,000 be reduced to 45 per cent. 


3. That for the 1954 taxation year an indi- 
vidual may deduct from the tax otherwise 
payable by him the amount of tax on income 
paid to the government of any province in 
which he resided, was employed or carried on 
business, not exceeding 10 per cent of the 
tax otherwise payable by him. 

4. That for the 1955 and 1956 taxation years 
an individual who resided, was employed or 
carried on business in a province in which 
a tax on income was payable to the govern- 


ment of the province may deduct from the 
tax otherwise payable by him to Canada that 
proportion of 10 per cent of his tax otherwise 
payable that his income for the period during 
which he resided in the province or his income 
earned in the province is of his whole income. 

5. That for the 1955 and subsequent taxa- 
tion years rental income from real property 
shall not be included in income to which 
the additional 4 per cent tax on investment 
income applies. 

6. That the right of an investment company 
at present to elect as regards its taxable status 
be repealed and that for the 1955 and subse- 
quent taxation years an investment company 
be subject to a tax of 20 per cent on its tax- 
able income. 


7. That expenses incurred in the 1955 and 
subsequent taxation years by a taxpayer in 
the course of issuing or selling shares of its 
capital stock or in the course of borrowing 
money used in the taxpayer’s business (other 
than amounts in respect of commissions, bonus 
payments or discounts) be allowed as a deduc- 
tion in computing the income of the taxpayer. 

8. That for the 1955 and subsequent taxation 
years proceeds of a sale or realization of 
inventory or accounts receivable of a taxpayer 
upon or after selling or ceasing to carry on a 
business be included in computing income, but 
that the taxpayer be given the option of pay- 
ing tax in respect thereof at his average rate 
of tax for the three taxation years immedi- 
ately preceding the year in which he sold or 
ceased to carry on the business. 

9. That a corporation resident in Canada 
that pays a dividend out of its designated 
surplus to a non-resident corporation or a 
person exempt from tax, by whom the payer 
corporation was controlled, be subject to a 
tax of 15 per cent computed by reference to 
the amount of the dividend, where control of 
the payer corporation was acquired after 
December 31, 1954. 

10. That for the 1956 and subsequent taxa- 
tion years a corporation more than 10 per cent 
of whose gross revenue was derived from 
rents be disqualified from being treated for 
tax purposes as a non-resident-owned invest- 
ment corporation. 

11. That for the 1956 and subsequent taxa- 
tion years a corporation any part of whose 
income was derived from leasing or operating 
ships or aircraft be disqualified from being 
treated for tax purposes as a foreign business 
corporation. 
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12. That payments made after April 5, 1955, 
to a non-resident, computed by reference to 
the amount of timber cut or taken from a 
timber limit in Canada be subjected to the 
15 per cent tax on income from Canada of 
non-residents. 

13. That the exemption of income from 
metalliferous or industrial mineral mines for 
the first three years of production be extended 
to mines coming into production at any time 
hereafter. 


14. That the special deduction from income 
allowed for expenses of exploring or drilling 
for petroleum or natural gas in Canada and 
the special deduction from income allowed 
for expenses of searching for minerals in 
Canada be allowed for expenses incurred at 
any time hereafter. 


15. That a deduction from income be 
allowed to a corporation whose principal busi- 
ness is production, refining or marketing of 
petroleum, petroleum products or natural gas 
or exploring or drilling for petroleum or 
natural gas, and to a corporation whose prin- 
cipal business is mining or exploring for 
minerals, for expenses incurred in the 1954 
and subsequent calendar years in exploring 
or drilling for petroleum or natural gas in 
Canada or searching for minerals in Canada, 
if such expenditures were incurred otherwise 
than on its own account, in consideration for 
shares or an option or right to purchase 
shares of a corporation on whose account they 
were incurred. 


EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act and 
to provide, amongst other things: 


1. That the excise tax on automobiles 
adapted or adaptable to passenger use be 
reduced from fifteen per cent to ten per cent. 


2. That the excise tax on tires and tubes 
for automotive vehicles of all kinds be 
repealed. 

3. That the sales tax on the following goods 
be repealed: 

(a) materials to be used exclusively in the 
manufacture or production of feeds for poultry, 
cattle and other stock and fur bearing 
animals; 

(b) creosote oil and other wood preserva- 
tives when for use exclusively in the treat- 
ment of timber, poles or lumber; 
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(c) material to be used exclusively in the 
production of terrazzo flooring; 

(d) perforated bituminized fibre pipe for 
drainage purposes not to exceed four inches 
in diameter; 

(e) rims for kitchen sinks; 

(f) floor tile; 


(g) wallpaper. 


4. That any enactment founded upon this 
Resolution be deemed to have come into force 
on the sixth day of April, nineteen hundred 
and fifty-five. 


CUSTOMS TARIFF 


1. Resolved, that schedule A to the Customs 
Tariff be amended by striking out tariff items 
Qc, 46a, 134, 135, 135a, 135b, 136, 136a, 140, 
157a, 181b, 237a, 254, 254b, 326c(4), 364, 407, 
409e(1), and (2), 409f, 409m(1), 410k, 410p, 
410t, 418, 422a, 423, 427b, 438b, 438c, 438i, 
4401, 440m(i) and (ii), 440n, 44004) and (i), 
443c, 447b, 476, 523f, 541, 557b, 663i, 695a, ’ 
696a, 703(c), 711, 756, 825, 901(a), 901(b), 902, 
and 905, the several enumerations of goods 
respectively, and the several rates of duties 
of customs, if any, set opposite each of the 
said items, and by inserting the following 
items, enumerations and rates of duty in 
said schedule A: 
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FOREWORD 


The purpose of these Papers is twofold: : 


1. to present a general economic review of 1954, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 
of Statistics and other Government Agencies, together with brief 
comments; 


2, to present a preliminary review of the Government accounts for the 
fiscal year ended March 31, 1955. 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics and other Government Agencies. Some of the 
figures appear for the first time; others have been published elsewhere. Al] 1954 
estimates are preliminary and subject to revision. 
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THE NATIONAL ACCOUNTS 


NATIONAL INCOME AND Propuct 


Gross national product for 1954 is estimated at $24-0 billion, a decline of 
$-4 billion from 1953. This indicates a reduction of 2 per cent in terms of 
value; but in terms of volume or real product the decline may have been slightly 
larger. The decline in production for 1954 is in sharp contrast with the large 
gains of the four years 1950 to 1953; and came about despite a further increase 
in the potential of the economy, because the effect of some slackening in aggre- 
gate demand was combined with a large and fortuitous reduction in the western 
grain crop. During the year population increased by 3 per cent. Despite an 
increase of 1 per cent in the civilian labour force, there was a small decrease in 
the number of people employed. Unemployment was in consequence sub- 
stantially above the levels of 1953. 


For the most part, the decline in production was confined to the goods 
producing industries, particularly agriculture and manufacturing. The re- 
duction in agricultural output was itself equal to about 2 per cent of gross 
national product. But this decline was the result of natural and uncontrollable 
factors and its impact was partly offset by the existence of large inventories of 
grain. In this sense it was less significant than the shrinkage in manufacturing 
output which was a reflection of weakened demand. The largest offsets to these 
two major declines were provided by the continuing expansion of services and 
by increases in the primary industries other than agriculture, notably in mining. 
There was also some gain in the construction industry where increases in home 
building more than outweighed the decline in non-residential construction. 


Although production in 1954 was lower for the year as a whole than in 
1953, there was an upturn in the volume of production in the last quarter of 
the year. The fourth quarter estimate of gross national product exclusive of 
agriculture was higher on a seasonally adjusted basis than any previous quarter 


GROSS NATIONAL EXPENDITURE 
IN CURRENT AND CONSTANT 1935-39 DOLLARS 
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in either 1954 or 1953. At the same'time the index ‘of industrial production, 
which was consistently below 1953 throughout the first nine months of 1954, 
exceeded the 1953 level in the fourth quarter. This was partly the result of in- 
creased activity in mining, exaggerated in the year-to-year comparison because 
strikes adversely affected production in the latter part of 1953. Although 
non-durable manufactures showed some increase, manufacturing as a whole 
remained below the 1953 level largely because of continued slackness in the 
iron and steel and transportation equipment industries. 


Salaries and wages, inclusive of military pay and allowances, increased by 
$297 million or 2 per cent in 1954 compared with an increase of 8 per cent in 
the previous year. All of the increase was accounted for by higher rates of 
pay since there was a decline of about | per cent in the number of paid workers. 
For the three-year period following 1951 labour income increased by $2,350 
million, almost 13 times the total increase in national income. Farm income and 
corporation profits were both at peak levels in 1951 and have declined in each 
year since then. As a result, labour income grew from 58 per cent of national 
income in 1951 to 65 per cent in 1954—the highest percentage in the last twenty 
years. 


Net farm income declined by almost one-third from the previous year’s 
level. Most of this decline was the result of the poor western grain crop. The 
reduction in farm cash income was considerably smaller than the reduction in 
farm net income and amounted to about 12 per cent. This was because the 
effect on cash income of a lower volume of production was partially offset by 
the running down of farm inventories. In areas other than the prairie provinces 
there was actually a modest gain in farm cash income. During the year there 
was a slight increase in the agricultural labour force, a change from the down- 
ward trend which has been noticeable for some time. 


Net income of unincorporated businesses other than farming is estimated 
to have decreased by about 3 per cent. This decline was concentrated in 
manufacturing and retail trade. 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 
ee ee ee eee 
ae ) 1951 1952 1953 Prelim. 


1954 
aE. oe et ee ee ee ee eee (6 


(Millions of Dollars) 


1. Wages, salaries and supplementary labour income. 9,716 10,818 11,661 11,900 
2. Military pay and allowances..................... 201 270 309 367 
a. Investment income. oy... 4s. 5). 00.8 hee 8,642 3, 733 BY fs 3,709 
4. Net income of unincorporated business— 
(a) farm operators from farm production!. .. 2,072 1,858 1,649 1,114 
(>) non-farm unincorporated business....... 1,507 1,575 1,692 1,645 
5. National Income (1+2+3-44)................... 17,188 ~~ 18,254 | 19,086 | 18,735 
6. Indirect taxes less subsidies......2.0. 0s... 0,00e, 2,478 2,714 2,900 2,913 
7. Depreciation allowances and similar business costs 1,910 2,115 2,364 2,490 
8. Residual error of estimate............0...-....:, —52 119 66 —153 
9, Gross | National Product at Market Prices 
CE ae al feo -) a ee Cee Maen Sn, TCA 21,474 23,202 24,416 23,985 
10. Index of G.N.P. in Constant Dollars............. 100 107 111 108 


See a a 


Includes undistributed Wheat Board trading profit: Ciel i j 
calendar year basis for grain held by Wheat Board, : BAU UE ca 
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Investment income is estimated to have declined by $66 million or 2 per 
cent in 1954. But within this total there were opposite tendencies. Corpora- 
tion profits, the largest single component, fell for the third successive year; and 
this decline, estimated at 7 per cent, brought the total to about 15 per cent below 
the peak of 1951. The decline of 1954 reflects the weakening of demand as 
well as the generally more competitive conditions induced by growth in capacity 
and supply. Interest and rents, the other major part of investment income, 
are estimated to have increased by about 12 per cent under the combined in- 
fluence of somewhat higher rents and increases in the stock of housing and the 
amount of interest-bearing securities outstanding. 


NATIONAL EXPENDITURE 


During 1954 gross national expenditure fell by 2 per cent. There was a 
sizeable decrease in the amount of capital expenditure; exports and defence 
spending were lower and the economy received no such stimulus as in 1953 
from additions to inventories. But consumer expenditure continued to grow. 


Consumer expenditure rose from $15,115 million in 1953 to $15,581 million 
in 1954, an increase of $466 million or 3 per cent compared with the increase 
of $752 million or 5 per cent in 19538. This increase in consumer spending 
together with increased expenditure for new housing was an important sustaining 
influence although its effect was outweighed by the cessation of investment in 
inventories and by the declines in exports, in capital formation and in outlays 
for defence. As in 1953, the increase in consumer expenditure was closely related 
to the growth in labour income noted above. 


Government expenditure on goods and services remained relatively stable 
in 1954, the 9 per cent decrease in defence spending being offset by increases in 
non-defence spending at federal, provincial and municipal levels. Defence 
spending which had been a very powerful stimulant for the economy in 1952 
and which had acted positively although with lesser strength in 1953, declined 
by $179 million in 1954 and this accounted for some of the reduction in aggre- 
gate demand. 


TABLE 2 
GROSS NATIONAL EXPENDITURE 


Prelim. 
_ 1951 1952 1953 1954 
(Millions of Dollars) 

1. Personal expenditure on consumer goods and 

eis. CE ee eee 13, 273 14, 363 15,415 15, 581 
2. Government expenditure on goods and services.... 3,243 4,259 4,362 4,360 
3. Gross domestic investment— 

(a) plant, equipment and housing............ 3,810 4,256 4,840 4,546 

(b) change in inventories................-005 1,620 270 605 — 230 
4. Exports of goods and services!...............--5-- 5, 089 5,573 5,420 5,134 
5. Imports of goods and services!................+06- —5,613 —5,400 —5,860 —5,559 
6, Residual error of estimate... .........:08-s00e0e00: 52 —119 —66 153 
7. Gross National Expenditure at Market Prices 

Cee cs. wa ome) Oe eee oo: eee eee 21,474 23,202 24,416 23,985 
8. Index of G.N.E. in Constant Dollars.............. 100 107 111 108 


SES Sen see ee 


? Minor adjustments have been made to the figures of current receipts and payments shown in Table 13 
and in ‘“The Canadian Balance of International Payments, 1951 to 1954’’, Dominion Bureau of Statistics, 
to achieve consistency with the other component series. 
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For the first time in the post-war period, investment in non-residential 
construction and machinery and equipment declined. The major decrease was 
in machinery and equipment although there was a decline of about 2 per cent 
in non-residential construction. Investment in housing on the other hand 
continued to increase and was 9 per cent higher than in the previous year. 


Inventories of farm grain and livestock and grain in commercial channels 
declined by $157 million in 1954, a change of $353 million from 1953 when 
there had been heavy accumulation. This was largely the result of the poor 
western grain crop. The change in business inventories was also quite different 
than in 1953 as lower levels of sales and expectations reduced the willingness to 
hold inventories. In the first three quarters of 1953 there had been continuous 
inventory accumulation and despite some decline in the fourth quarter, the effect 
for the year as a whole was positive and substantial. The change from moder- 
ately heavy additions to inventory in 1953 to a slight reduction in 1954 as a 
whole had the effect of withdrawing demand from the Canadian economy ; and 
this withdrawal was greater than the whole increase in consumer spending. The 
effect of this inventory movement was greatest in the second and third quarters 
when there was heavy liquidation and new demands were to this extent met 
from stocks instead of setting production in motion. In the fourth quarter of 
1954, however, the inventory decline appears to have been less than the normal 
seasonal movement and this suggests that growth factors have reasserted their 
influence. 


PERSONAL INCOME AND ITS DISPOSITION 


Personal income differs from national income in a number of ways although 
the components of these two totals are for the most part similar or identical. 
While national income is the total of the annual earnings of Canadian residents 
from the production of goods and services, personal income is the sum of the 
current receipts of income regardless of whether these receipts are earnings 
from production. For example, personal income includes only that part of 
corporation profits which is actually received by Canadian persons as dividends. 


TABLE 3 
SOURCES OF PERSONAI¥ INCOME 


Loe 1951 1952 1953 Prelim. 


(Millions of Dollars) 


1. Wages, salaries and supplementary labour income. 9,716 10,818 11, 661 11,900 
Deduct: Employer and employee contributions to 
social insurance and government pension funds —329 —358 —390 —395 
2. Military pay and allowances...................00. 201 270 309 367 
3. Net income received by farm operators from farm 
DLOCUC IONE ere em eee ed 2,108 1,860 1,616 1,109 
4. Net income of non-farm unincorporated business. . 1,507 1,575 1,692 1,645 
5. Interest, dividends and net rental income of 
DOVSONS2ae tee c/s cette oes wide heed a one weeks 1,406 1,573 1,683 1,865 
6. Transfer payments to persons (excluding interest) — 
(a) tuom*zovernments: gs.0c. cede aa 1,032 1,356 1,461 1, 601 
(6) charitable contributions made by cor- 
DOL ONS ete ke ee tas oe ee 27 26 25 24 
(c) net bad debt losses of corporations....... 25 25 28 28 
7. Personal Income (1+2+3+4+5+6).............. 15,693 17,145 18,085 - 18,144 


1 Excludes undistributed profits of the Wheat Board and an inventory valuation adjustment on a 
calendar year basis for grain held by the Wheat Board. 
? Includes all government debt interest paid to persons. 
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On the other hand, transfer payments such as family allowances, old age pen- 
sions, veterans’ benefits and charitable contributions of corporations, are part 
of personal income although they are not payments for services and, therefore, 
do not form part of national income. 


For the first time in the post-war period there was during 1954 very little 
increase in personal income. A modest gain in labour income and increases 
in investment income and transfer payments were more or less offset by a large 
decline in net farm income. 


Because of the great similarity in their composition, national income and 
personal income normally change in the same direction. In 1954, however, 
differences in their composition account for the fact that personal income rose 
slightly while national income declined by $351 million. Thus, national income 
was affected by the decline of $170 million in corporation profits, whereas 
personal income excludes this item but includes instead dividends paid out which 
rose by $31 million. Similarly, national income does not include government 
transfer payments but the $140 million increase in this item was reflected in 
personal income. Most of the increase in transfer payments was the result of 
a rise of approximately 50 per cent in unemployment insurance benefits and the 
normal growth in the numbers receiving family allowances and old age pensions. 


The pattern of the disposition of personal income differed somewhat from 
1953. With comparative stability in both personal income and personal direct 
taxes the growth of about 3 per cent in consumer expenditure resulted in some 
decline in the rate of personal saving. Thus personal saving, or the amount set 
aside from current personal income, constituted 6-8 per cent of disposable income 
in 1954 compared with 9-2 per cent in 1953. In absolute terms personal saving 
fell from $1,539 million in 1953 to $1,137 million in 1954, a decline of $402 million, 
of which about half represented a reduction in saving in the form of farm inven- 
tories. The growth in personal assets was even more sharply reduced in 1954 
than the $402 million reduction in personal saving would indicate; for personal 
saving takes many forms and involves changes in both assets and liabilities. 


DISPOSITION OF PERSONAL INCOME 


CALENDAR YEARS 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


20000 20000 


4 


16000 


PERSONAL DIRECT TAXES 


PERSONAL SAVINGS 


12000 2 oocyte ans oi eR a ) PERSONAL EXPENDITURE ON 12000 
AND SERVICES CONSUMER DURABLE GOODS Es 


8000 


8000 
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During 1954 personal assets and personal liabilities both increased, but by very 
much smaller amounts than in 1953. The growth in liquid assets was much 
slower, the heavy liquidation of Government of Canada market securities being 
only partially offset by an increase above 1953 levels in additions to bank deposits 
and to holdings of Canada Savings bonds and other bonds and stocks. Direct 
investment was also lower since the drop in farm investment in machinery and 
equipment more than offset increased investment in housing. On the liability 
side, consumer debt is estimated to have increased by $125 million compared 
with the much larger increase of $314 million in 1953. The increase in mortgage 
debt, on the other hand, was greater than in the previous year. 


The increase in consumer spending was confined to non-durable goods and 
to services. The largest percentage increase was in services, which rose by more 
than 6 per cent. However, somewhat more than half of this increase was at- 
tributable to higher prices. There was an increase of 3 per cent in expenditure 
on non-durable goods and with prices relatively unchanged this represented a 
volume increase of like amount. There was a sizeable decline of 6 per cent in 
spending on durable goods and with prices slightly lower than in the previous 
year the volume decline was probably about 5 per cent. The largest factor in 
the decline in durable goods was the reduction in purchases of automobiles. 


Examination of the quarterly trends in consumer expenditure indicates 
that 1954 expenditures were consistently above those of 1953 and that the rate 
of advance was uniform. Thus, each quarter of 1954 was about 3 per cent 
above the comparable quarter of 1953. After allowing for price changes, the 
volume of total consumer expenditure rose by about 2 per cent for the year. 


TABLE 4 
DISPOSITION OF PERSONAL INCOME 


1951 | 1952 | eee Prelim, 


(Millions of Dollars) 


1. Personal direct taxes— 


faUtincomertizes ai ee em mee ate 890 ileal WAC 1, 287 1, 290 
(Go isUccession chutbiesiscs.cc cision acai eects ote rs 69 i 73 77 
(eam isCollanOOUs taxes aactan oer ine ntlccs oc 71 70 Gl 59 

Mota direct taxesinccccsce-e<1sse0 econ 1,030 1,320 1,431 1,426 


2. Personal expenditure on consumer goods and 


services— 
Goods— 

RPT TIT A DOM. ofa cioce 3 fascssutiacovendinua ¢ +60 gyecegeyniens 7,969 8,366 8,571 8,847 
(b) clacit)  TR Ry, 2 ee 1,399 1,590 1,795 1, 682 
Sepysecseen ete cecal. «sat. wernt eter ececeeneeees 3,905 4,407 4,749 5,052 
Total consumer expenditure.......... 13,273 14, 363 15,115 15,581 

3. Personal saving— 
(a) personal saving excluding farm inventories 1, 036 225 1,488 1,281 
(b) change in farm inventories............... 354 237 51 —144 
Total personal saving................ 1,390 1,462 1,539 1,437 
4. Personal Income (1+2+3)........ itp erties ne Seats 15,693 17,145 18,085 18,144 
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Source AND Disposition oF SAVING 


Saving is the source from which investment expenditure is financed. In 
addition to personal saving, which is discussed in the preceding section, there 
is business saving and government saving. 

It is estimated that during 1954 the nation as a whole saved $895 million 
less than in 1953, a decline of 18 per cent. The decline was confined for the most 
part to the personal and government sectors. Thus, business saving, which 
declined only slightly, became relatively more important in 1954 and constituted 
75 per cent of the nation’s total saving compared with 63 per cent in 1953, 59 
per cent in 1952 and 52 per cent in 1951. 

TABLE 5 
SOURCES OF SAVING 


Prelim. 
1951 | 1952 | 1953 | 1954 


(Millions of Dollars) 


MPEINB EU SLY BES ORI gc Pons MO ain at w acclhe hides 1,390 1,462 | 1,539 iPakay 6 
Gross business saving—total.........c.....cceeeecees 2,667 Peele $, 107 8,058 
(a) Undistributed corporation profits........ 721 624 733 587 
(b) Depreciation allowances................ 1,910 2,115 2,364 2,490 
(c) Net bad debt losses of corporations...... —25 —25 —28 —28 


(d) Undistributed Wheat Board trading profits 
and inventory valuation adjustment on 


grain held by Wheat Board.............. —36 —2 33 5 

(e) Inventory valuation adjustment}. ........ —3 5 5 —-1 
Adjusted government surplus (+) or deficit (—)*..... 1,053 282 227 a 
Residual error of estimates: 4s cs ewes «pes Heiels «ieee —52 119 66 —153 
Total ..25.4) B-nscth Peas ho ise snaied es 4,958 4,580 4,939 4,044 


1 The adjustment has been made only to grain held in commercial channels. 
2See Table 10. 
3 See Tables 1 and 2. 


Throughout the post-war period 1947 to 1953 the combined total of revenues 
for all levels of government had exceeded the combined total of expenditures 
both capital and current. That is, there had been government saving of sub- 
stantial amount. In 1954, however, the surplus for all levels of government 
combined all but disappeared. This was almost wholly the result of the change 
in the federal accounts from a moderate surplus in calendar year 1953 to a 
slight deficit in calendar year 1954; but there was also a small reduction in the 
combined surplus of provincial and municipal governments. 


TABLE 6 
DISPOSITION OF SAVING 


— Prelim. 
1951 | 1952 | 1953 | 1954 


(Millions of Dollars) 


Gross domestic investment— 


Housing, plant and equipment........-..-..++++- 3,810 4,256 4,840 4,546 
(Change In INVENEOTICS. ..... ood dearer rccvnaesens 1,620 270 605 —230 

Net increase in foreign assets (including foreign ex- 
OHanwe) BONGO: on is donannes one ob ek ncema nein —524 173 —440 —495 
Residual error of estimate?...........:2eseseeeeeeees 52 —119 —66 153 
ede ie oe UUme as ots PERU The Je 4,958 4,580 4,939 4,044 


1 Minor adjustments have been made to the figures appearing in Table 13. 
2 See Tables 1 and 2. 
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Business saving is comprised for the most part of amounts set aside by 
corporations for depreciation allowances and of undistributed profits. During 
1954 these two major components of business saving behaved differently. It 
is estimated that there was a further increase of about 5 per cent in depreciation 
allowances. Undistributed profits, on the other hand, declined substantially, 
largely because of the decline in corporation profits after taxes but to some 
extent because of the modest increase in dividends paid out. The estimated 
increase in business savings through depreciation allowances was not quite as 
large as the decline in undistributed profits and a slight reduction in business 
saving out of current income for 1954 is therefore indicated. It is interesting 
to note the very large extent to which capital investment of the post-war period 
has been financed by business saving; that is, the extent to which business has 
been able to provide the funds for its own expansion. 


TABLE 7 
CORPORATION PROFITS, TAXES AND DIVIDENDS 


“e 1951 | 1952 | 1953 | prea 
(Millions of Dollars) 
Corporation profits before taxes!............0+.s.0e06 2,810 2,640 2,570 2,400 
DMeducticorporablonstaxesen... uc e ssw ets sos ahi —1,429 —1,386 —1,209 —1,154 
@orporation profits atter taxes... <<<. bcecscs «asco « 1,381 1,254 1,361 1,246 
Deductidividends paidout?. 0: se sens oee cece ihe —660 —630 — 628 —659 
Undistributed corporation profits!................... 721 624 733 587 


1 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
2 Taxes paid or payable in respect of the calendar year’s income (See Table 10). 

3 Includes charitable contributions made by corporations (See Table 3 Item 6(b)). 

4 See Table 5. 


It is estimated that Canada’s total payments abroad on current account 
exceeded total receipts by $425 million and there was, therefore, an increase of 
like amount in net foreign liabilities. Thus, capital inflows from abroad were 
almost unchanged from 1953 and because of the lower level of domestic invest- 
ment, slightly more important in the nation’s financing. Some of the capital 
inflow was the result of Canadian borrowing abroad; but the greater part was 
initiated outside the country as capital flowed into Canada in response to op- 
portunities for direct investment, thus contributing to the deficit on current 
account while furnishing the funds to finance it. These transactions are treated 
more fully in the section on the Balance of International Payments. 


INVESTMENT AND CapiTaAL EXPENDITURE 


It is estimated that investment in plant, equipment and housing amounted 
to $4,546 million, a decline of $294 million or 6 per cent from 1953. This is 
the first decline of the post-war period. Most of the reduction was in machinery 
and equipment which was 17 per cent lower than in 1953 but there was also a 
reduction of 2 per cent in non-residential construction. Investment in housing, 
on the other hand, continued to increase, stimulated by easier financing under 
the National Housing Act and aided by the increased availability of mortgage 
funds after the chartered banks were authorized to invest in insured loans on 
residential real estate. The gain of 9 per cent was less striking than the 35 per 
cent expansion of 1953. However, the 1954 increase marked a movement 
beyond an already high level whereas the rapid growth in 1953 must be con- 
sidered in part as a recovery from lower levels. 
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Despite the decline in capital investment during 1954, it was still high in 
absolute and relative terms and constituted 19 per cent of gross national expen- 
diture compared with 20 per cent in 1953. As mentioned previously, in 
explaining the lower aggregate demand of 1954, the cessation of growth in busi- 
hess inventories is an even more important factor than the decline in capital 
[pega Together they would account for a drop of 3 per cent in the nation’s 
product. 


TABLE 8 


GROSS DOMESTIC INVESTMENT 
e6eu6NV6NVNwoowwaoaoaoOoOoOonomommmme eee ooo 


Prelim. 
— 1951 | 1952 | 1953 | 1954 


(Millions of Dollars) 


Housing, plant and equipment—total!................ 3,810 4,256 4,840 4,546 
New residential construction.............00..0000- 781 786 1,061 1,159 
Wager new CONStruction: 7: 4:..chse. cece csicsa ce 1,260 1,554 1,706 1, 676 
New machinery and equipment.................. 1,769 1,916 2,073 1,711 

Change in inventories—total.........ccsccs-seccscess 1,620 270 605 —230 
Grain in commercial channels?.................-- —1 92 145 —13 
Pari: pretium snd livestock... ..)ccls.seceeenooees. 354 237 51 —144 
Atuobhorith wentonipas sirss4 bw Sees Md ea 1, 267 —59 409 —73 

Gross Domestic Investment?............... 5,430 4,526 5,445 4,316 


1 Includes private businesses and institutions, and publicly owned public utilities. 
2 Value of physical change. 

%’ Change in value. Includes privately financed industrial and trade inventories. 
4 See Table 2, Item 3 and footnote to Table 9, page 14. 


Table 9 gives an industrial distribution of business capital expenditures 
and brings them together with public capital outlays included under government 
expenditure in Table 2. The total of public and private capital expenditure 
is estimated to have declined by $343 million or 6 percent. As mentioned above, 
this is in contrast with the continued advances of the post-war period. The 
original forecast of capital investment for 1954 indicated that it would be about 
3 per cent above the 1953 level. It was expected that there would be some 
declines in heavy manufacturing and in goods producing industries generally, 
and that these would be more than offset by an increase in the service industries 
and in housing. As it turned out, the expansion in the service industries and 
housing was not sufficient to offset the declines in the goods producing industries. 
Some of these declines followed the completion of projects set in motion by the 
post-Korean defence demands. Others were an indication of the inevitable 
unevenness in investment which results from the completion of individual 
large scale projects such as the Labrador iron ore development and Kitimat. 
In some instances, the bad weather of the early part of the year delayed the start 
of construction, and investment plans were not fully realized within the year. 
At any rate, the decline of 1954 does not appear to mark the beginning of a new 
trend since the capital forecast for 1955 indicates a further increase of about 6 
per cent. 

The greatest percentage decline was in agriculture and fishing which fell 
by $153 million or 28 per cent from 1953 to 1954. This was almost wholly 
the result of reduced purchases of machinery and equipment. 

In the manufacturing group, there was a large overall decline of $174 million 
but there were also many increases. There was a large decline of $83 million 
in the chemical products group and this followed completion of large plants 
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such as those at Edmonton and Sarnia. Transportation equipment declined 
by $29 million largely because of the completion of Ford and General Motors 
expansion in 1953; iron and steel products declined by $30 million, paper products 
by $22 million, and clothing by $6 million. On the other hand, investment In 
food and beverage industries increased by $13 million, printing, publishing and 
allied industries by $12 million, non-metallic metal products by $10 million, 
and products of petroleum and coal by $14 million. 


In the utilities group, there was a decline of about 8 per cent in which the 
drop in machinery and equipment was about equal to the drop in construction. 
Within this total, central electric stations and steam railways provided the 
major declines, while the continued expansion of telephone facilities provided 
a sizeable offset. The railways continued to increase their expenditure for 
machinery and equipment but new construction was reduced by almost a half 
with the completion of the Quebee North Shore railway. Part of the decline in 
central electric stations can be attributed to the completion of a phase of the 
Adam Beck development at Niagara. 


In 1954, as in 1953, the largest growth was in the trade, finance and com- 
mercial services group where the increase was about 10 per cent. This was 
largely the product of continued urban growth. There was also a substantial 
increase in investment in institutions, the growth being particularly marked 
in schools. The growing urbanization of the war and post-war periods has 
been placing increasing strains on school facilities and on municipal services 
generally. There was some decline in capital investment of government depart- 
ments but only at the federal level where there were sizeable reductions in 
defence construction and capital assistance. 


TABLE 9 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


TTT 


a 1951 | 1952 | 1953 | Prelim, 


(Millions of Dollars) 


SERICUMUTG ANG. shan ore yee eee Mee. Sak erate 515 555 546 393 
d KG) CoI ARR te, Aare tag ae wate RT, OR Sag Salone Reads, ¥e 58 39 34 41 
Mining, quarrying and oil wells....................6.. 181 211 257 249 
Mamufactiring ean. Seats) eke Sei ol osm ae 793 973 969 795 
Electric power, gas and water works............. 440 578 536 478 
Transportation, storage and communications......... 460 581 673 636 
Construction industry sae eee nes ae 66 73 91 66 
Trade, finance and commercial services.............. 412 344 526 577 
Institutions al cle etene nial parotroi Mirela tame! mah tors SoA TERS 236 278 301 329 
HiGusig SILL ee eee LE A a ais Fone ty 821 826 1,084 1,169 
Government departmentss.... sce ces avcueoe lw eins. 595 827 824 765 

Total Capital Expenditure!..................... 4,577 5,285 5,841 5,498 


Total Capital Expenditure as a percentage of 
Gross National Expenditure.................. 21-3 22-8 23-9 22-9 


Index of total Capital Expenditure in Constant 
Dollars esse ne carte Mee i ae ee Ae 100 112 121 113 


1 For reconciliation with Gross Domestic Investment in Table 8, see below. 


1951 1952 1953 1954 


Pusuic AND Private Caprran EXPENDITURE—Table 9........... 4,577 5,285 5,841 5,498 
Depvuct: ; ‘ 


Provincial hospitals and schools, and municipal schools 
Government housing excl. C.M.H.C. rental housing 


overnment housing excl. C.M.H.C. rental housing......... —40 —40 —23 —10 

Direct government department Ub as erie a aletre main eo ee 090) i 80d tee Od ZO 

e GLEBE Sosa o 2p SEE LE Oro CS een ee —2 —3 —3 —4 
DD: 


Change in Inventories 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


In Table 10 “Government Transactions Related to the National Accounts” 
an attempt is made to bring together in one statement and under uniform 
headings, the activities of all governments in Canada on a calendar year basis. 


The table is designed to include only those transactions which have rele- 
vance for the National Accounts, and consequently the surpluses or deficits 
shown here differ from those shown in the various public accounts. It has been 
necessary to adjust the governments’ accounting statements of fiscal year 
revenue and expenditure to exclude certain transactions such as those relating 
to reserves, write-offs, amortization, and other similar items, as well as the 
purchase and sale of existing capital assets; and to include the transactions of 
extra-budgetary funds such as unemployment insurance, old age security, 
workmen’s compensation and government pension funds. Total expenditure 
includes both current and capital expenditure but government loans and invest- 
ments and debt retirement are excluded. Municipalities are for the most part 
on a calendar year basis but the provincial and federal fiscal year figures are 
adjusted to the calendar year basis. Some of the more substantial adjustments 
to the federal accounts are shown in the reconciliation statement appended to 
Table 10. 


On the national accounts basis it is estimated that the revenue and expendi- 
ture of all levels of government combined were in approximate balance for the 
calendar year 1954 compared with the surplus of about 3 per cent indicated for 
1953. Thus, viewing the operations of Canadian governments as a unit, their 
fiscal effect was approximately neutral in 1954; whereas they had in 1953 exerted 
some mild negative or restraining influence on economic activity by taking about 
3 per cent more in revenue than they spent on current and capital account. 
Apart from disparate tendencies within these three levels of government, this 
broad effect was the result of comparative stability in revenues which declined 
by less than 1 per cent, and an increase of a little more than 2 per cent in ex- 
penditures altogether accounted for by the growth of transfer payments. In 
terms of specific levels of government, however, there was a moderate rise in 
both revenues and expenditures of provincial and municipal governments 
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TABLE 10 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


Prelim. 
ey 1951 | 1952 1953 | 1984, 
(Millions of Dollars) 
GOVERNMENT REVENUE— 
Direchelaxes-—ibersouss..scehonscs sc maee cee eee 1,030 1,320 1,426 
Income— 
IBCCERANS 2, Ae: ier tes « ccetots oe o Rate 890 Lae7e7 ONE 
PLGvAncial SUCRMLUNICIDEl es, <1 His meet. o | sees let leeeee esa eecles eo. eee 13 
Succession Duties— 
TRG ts) 02) ere yc eR 5 a a 35 39 41 
IPLOVINCIA]: eee «so tee oo. oO. 34 34 36 
Miscellaneous— 
U0 ot Ae es > a 1 
Provincial andsMunicipals...... ) 29) ...:00e... 65 63 58 
Direct Taxes—Corporations................eecee0- 1,429 1,386 1,154 
Income— 
BOTs 123) Ra) s GEER es, < SO. ee 1,240 1,232 1,090 
PrGVancial AS eek. 4 <sym << SIs 189 154 64 
Other Direct Taxes— 
Withholding taxes—Federal.................000.. 56 55 58 
Tndirectelaxes oy,2 35: cnmaeere wane hee Mie ee ae 2,606 2,814 3,001 
IGG Oral Met rat he ene et he eee ne. ee 1,495 Togo 1,612 
Provyincialland (Municipals. s4)..000 eck atte 15 Bit 1,219 1,389 
Investinentiineomie ph. a. ak eee eee 456 533 562 
Rederal. 42areeee eu enie ON eer tPee cel ay 167 218 222 
Provincial and Municipal.................0..... 289 315 340 
Employer and Employee Contributions to Social 
Insurance and Government Pension Funds........ 329 358 895 
ederalica: ct. Beeetaccs olive Anal tis. tine 214 230 255 
iProvancial and Municipals... 2:64 0. coe 115 128 140 
Transfers from Other Governments— 
Provincial and Municipal....................... 259 368 430 
BRA LOM ONG a tks Mt i ia a, cl 6,165 6,834 7,026 
Federals.) ss eS eee 4,103 4,553 4,556 
Provincial and Municipal....................... 2,062 2,281 2,470 
Detector surplus 7G8. kt eee —1,053 — 282 —7 
ESS ae A ae ek ale Sd a la a —1,042 —219 16 
Provincial and Municipal...... eis OnE R ee ee —11 —63 a 
Total Revenue plus Deficit (or minus Surplus).... 5,112 6,552 7,019 
fest i ee 2 a SE RD AL IE Ade LE 3,061 4,334 
Provincial and Municipal...... 111220777770 0117 2" 051 2,218 24d 


1 For reconciliation with Public Accounts Surplus, see page 17. 
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TABLE 10—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 
uN i si es Seal eae ee hl i ee ee 8 I gs Aw ol Se i ype ey 


er Prelim. 
1951 | 1952 | 1953 | 1954 


(Millions of Dollars) 


GOVERNMENT EXPENDITURE— 


impanene Secwiees. ii 029. 3 AL 3, 243 4,259 4,362 4,360 
Federal— “s 
LLRs Ube ak Soak ie Lee 29 On RR ee ee ed 1157 1,800 1,907 1,728 
Non-defence St CL ACE Ne er ec 537 670 619 684 
Provincial and Municipal. .............cscscee. 1,549 1,789 1,836 1, 948 
SS CCL ee ne, ee ne a ee 1,482 1,825 1,953 2,141 
Federal. Betas Gee Te eee Mee anaes ecient tall 984 1,400 1,487 1, 645 
Provincial and Municipal. ...............eceee- 498 425 466 496 
Ey ETE ie lg A are RO & pthc Ee eR tue eee 128 100 109 88 
[POPES AS OE ee eee pe ey Ogee eee | 124 96 106 85 
Provincial and Municipal. ...........ee+seceee. 4 4 3 
Transfers to Other Governments— 
Nord (chy Do age eS OR ai RS ace ae ee oy da eR A Bo! 259 368 412 430 
EIMMTURMOTIGAGTIFG. «, 2 04%. S58 5 5000s Sones «vies dee 5,112 6,552 6,836 7,019 
PERUGTELOR, See Seat eT pts 6 Rea ee Re 3,061 4,334 4,531 4,572 
Provineial and Municipal ..; . s<s.5 006 deeaca sels 2,051 2,218 2,305 2,447 
Prelim. 
1951 1952 1953 1954 
Reconciliation with Public Accounts Surplus: (Millions of Dollars) 
Federal Government calendar year surplus for 
national accounts purposes.....................- +1,042 +219 +178 —16 
Adjustments: 
Difference between calendar and fiscal year........ —300 +367 +24 +195 
Difference between corporation tax accruals and 
SS AYMAION HT CCOLD 6S endow sore a erates eas re cane ees s —161 —8 +87 —33 
Paarreritten bets OLUT LOG «= os Ss eaten peas ccaee +67 +49 +92 +79 
Reserves, write-offs and similar items omitted from 
PRR DHAMEGEO Oe ON Te 3s no ahaa aee Hee blade auc —167 —195 —139 —142 
Change in inventories of government commodity 
POTIONS Js OK nix, te Sate ates NA v Se Se tals ee at nd ay —16 +72 —24 —4 
Shipment of military equipment to NATO countries, 
ides TeplacAniOnt... 20. cocaine cost ole eee eres —70 —95 —55 —5 
Extra-budgetary funds for pensions and social insur- 
BUCS TRAIT ci hols Ree Coen We oe Ok a reo Ree —144 +27 —30 +54 
Adjustment to place debt interest on a ‘‘due date”’ 
BRE MMR OE Ar Ages Gar do ne ae ateaiscutel, © eatetave OS eee —90 —14 +23 
GRer AOIUStIRORUS 2 sac oon + sadaier s.02406 © ausis ae ane —40 —98 —95 —105 
Federal surplus for fiscal year as per public accounts +211 +248 +24 +46 


(1950-61 ) (1951-62) (1952-658 ) (1953-54 ) 
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with a relatively small change in surplus. The change in the combined surplus 
was, therefore, almost wholly the result of the movement in the federal accounts 
from a moderate surplus of about 4 per cent in the calendar year 1953 to a slight 
deficit for the calendar year 1954. And this change in federal surplus was 
produced by a decline of 3 to 4 per cent in revenue coupled with a rise of less 
than 1 per cent in expenditure. 

The fiseal effects of government operations are not, of course, confined to 
revenues and expenditures since cash outlays are affected also by changes in 
loans, advances and investments. In this sphere too the overall effect of federal 
government operations was moderately on the side of stimulation. 

Expenditure on goods and services by all levels of government combined 
was practically unchanged between 1953 and 1954. This was the result of a 
decline in federal expenditure on goods and services and increases in provincial 
and municipal expenditure. The federal government’s expenditure on goods 
and services declined by $114 million or 5 per cent compared with an increase 
of $56 million or 2 per cent in 1953. This change came about because of the 
decline of $179 million or 9 per cent in defence spending for the calendar year 
1954. Although federal defence expenditure accounted for a significant part 
of the withdrawal of demand in 1954, it remained an important element in the 
overall use of goods and services comprising about 7 per cent of total gross 
national expenditure and providing 72 per cent of the federal government’s 
total demand for goods and services. Federal government non-defence spending, 
exclusive of inventory change, increased by about 7 per cent, a considerable 
part of which was the result of increases in the rates of pay to government 
employees. 


The increase in provincial and municipal expenditure on goods and services 
is estimated at $112 million, an increase of 6 per cent. About two-thirds of 
this increase was in municipal expenditure where the growth of cities continued 
to raise the requirements for schools and municipal facilities generally. The 
cost of municipal services also rose with generally higher rates of pay. In 
provincial governments the increase is mainly attributable to an expansion 
in highways expenditure and some increase in the general level of salaries 
and wages. 

Transfer payments were substantially higher in 1954 than in 1953. The 
largest increases were in the federal sphere and amounted to $158 million. 
About half of this increase was the result of a rise in unemployment insurance 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 
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benefits but there was also a substantial increase in cost as a result of the growth 
in the numbers receiving old age pensions and family allowances. The largest 
increase in provincial and municipal transfer payments was in grants to private 
non-commercial institutions including hospitals. 


Total revenue was down very slightly by something less than 1 per cent and 
this decrease was in direct taxes rather than in indirect taxes. Revenue from 
direct taxes, which is predominantly federal, declined by 2 per cent. Receipts 
from the federal personal income tax are estimated to have declined very slightly, 
the effect of the lower rates introduced in mid-1953 being more or less offset by 
an increase in personal taxable income. The yield of the corporation tax on an 
accrual basis was down about 5 per cent for the calendar year and this is a direct 
reflection of the estimated decline in corporation profits. 


The stability in the yield of indirect taxes came about because the decrease 
of about 5 per cent in federal indirect taxes was offset by an increase of about 
6 per cent in provincial and municipal taxes. In the federal accounts, receipts 
from customs duties were less because of the fall in imports. The yield of the 
sales tax and of a number of excise taxes shrank with the somewhat lower level 
of retail sales. The special excise tax on automobiles, tires and tubes, for example, 
yielded almost 20 per cent less than in 1953 when automobile sales were at their 
peak. In addition, certain excise taxes were removed and the rates for others 
were reduced in the 1954 budget and this led to lower revenues. These changes 
included the removal of the 15 per cent special excise tax on furs, electrical 
household appliances, cameras, etc. and the reduction of the tax rate from 15 
per cent to 10 per cent in the case of candy, soft drinks, smokers’ accessories, 
watches, jewellery, etc. At the time of the 1954 budget the revenue loss from 
these reductions was estimated at $33 million. Of the increase of $77 million in 
provincial and municipal indirect taxes, a little more than half was in the muni- 
cipal sphere and consisted in the main of an increase in real property taxes. In 
the provincial governments there was some increase in the yield of the gasoline 
tax but the increased yield resulting from the higher rate of sales tax in British 
Columbia was even more important. 


GOVERNMENT DIRECT AND INDIRECT TAXATION 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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Direct taxes include toxes on personol ond corporate income; succession duties, and personal fees, 
indirect toxes include taxes on commodities services and real property,and business fees. 
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MONETARY AND CREDIT DEVELOPMENTS 


Monetary and credit conditions in 1954 were characterized by a noticeable 
decline in interest rates, by a rise in security prices, and by a generally easier 
availability of credit in Canada. These conditions considerably facilitated capital 
and consumer expenditures financed by borrowing or by converting securities 
into cash, and brought about a substantial increase in the bank deposits and 
currency holdings of the general public. 


The decline in Canadian interest rates in 1954 represented a continuation 
of the trend which had become evident in the last quarter of the previous year. 
The main fall in rates on Jong-term government bonds occurred in the first 
quarter, but short-term yields continued to decline throughout the year. In the 
early part of the year particularly, declining interest rates in the United States 
had important direct and psychological effects on yields in Canada. In the 
second half of the year, the Canadian chartered banks were active buyers of 
securities and were a major factor in the change of interest yields. The 1954 
revision of The Bank Act had the effect of increasing the amount of cash reserves 
which the chartered banks felt free to employ in expanding their earning assets. 
Prior to this revision, which took effect on July the first, the banks had been 
required to maintain a daily cash ratio of not less than 5 per cent, although 
they had in practice worked to a figure of about 10 per cent. The revised Act set 
the new minimum reserve ratio at a monthly average of 8 per cent. The chart- 
ered banks immediately began to work towards lower ratios and their average 
reserve declined to 8-7 per cent at the year end compared to 10-2 per cent at the 
end of 1953. In consequence, the chartered banks were in a position to add 
substantially to their assets during the second half of 1954. 


As the demand for loans had levelled off, the banks employed their free 
reserves in the purchase of government bonds, treasury bills and other types of 
securities. At the same time, an increase in day-to-day loans made by the banks 
enabled dealers to increase their demand for short-term securities. These factors, 
together with a reduction in the outstanding supply of short-term maturities, 


TABLE 11 
YIELDS ON GOVERNMENT SECURITIES 
CANADA AND THE UNITED STATES 
ae6VNenaxvw{wnaamot—wmwmwmwqwmwswxwwmwumowqywwyuwownmaoO0y9RRRa9aaaaSaS 
Long-Term Bonds! Medium Term Bonds? 3 Month Treasury Bills? 
Canada U.S. Spread | Canada U.S. Spread | Canada U.S. Spread 


December 1953........ 3-61 2-78 83 3°53 2°23 1-30 1-88 1-68 20 
June Ost ere. cron 3-09 2-52 57 2°63 1-81 82 1-60 63 97 
December 1954........ 3-05 2-57 +48 2°36 1-94 42 1-08 1-25 —-17 
Marchiti055:< eos. eeene. 2-96 2-67 29 2-20 2-26 —-06 1-20 1-29 —-09 


‘ Canada—15 year theoretical 15th of each month. U.S. 24’s of 67-72, Wednesday nearest 15th. 


* Canada—average of 3-5 year theoreticals, 15th of each month. U.S.—Federal Reserve average of 
3-5 year bonds, nearest mid-month. 


5 Average tender nearest 15th of month. 


contributed to the decline in medium and short term interest rates. The impor- 
tance of chartered bank purchases is indicated by the fact that during the year as 
a whole they added $553 million of all types of Government of Canada securities 
to their portfolios, while the total outstanding declined by $175 million due to 
government redemptions. In the early part of 1955, the banks again added to 
their security holdings, thereby contributing to a further decline in interest rates, 
which in some cases reached levels below those prevailing in the United States. 
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The small increase in bank loans in 1954 was in contrast to 1953 when bank 
loans increased substantially, and reflects among other things the decline of 
business inventories, and the reduced rate of growth in consumer credit. The 
new day-to-day loans and insured residential mortgages which were introduced 
during the year more than accounted for the modest over-all increase, as there 
was a slight decline in the combined total of other categories of loans. Day-to- 
day loans were $68 million at the year-end while net disbursements under resi- 
dential mortgage loans were $74 million, with commitments totalling a further 
$86 million, involving in all some 17,000 housing units. On balance, the net 
effect of the activities of the chartered banks in 1954 on the public’s holdings 
of liquid assets was small in comparison to the previous year, the increase being 
$19 million compared to $466 million in 1953. 


The public’s holdings of currency, bank deposits, and Government of Canada 
securities increased in 1954 by $232 million, compared to $264 million in 1953 and 
stood at the record year-end level of $18,860 million. The main factor leading to 
this increase was the excess of $227 million of cash outlays over receipts in the 
federal government sector. This was the result of both budgetary and non- 
budgetary transactions, as well as of changes in government loans and advances 
and the operations of the Unemployment Insurance Fund and other government 
accounts. These net disbursements in 1954 were in sharp contrast to the ex- 
perience of 1953 when there was an overall surplus of receipts over disbursements 
of $220 million which partially offset the increase of $466 million in the public’s 
liquid assets stemming from the operations of the chartered banks. 


The increase of $232 million in the public’s quick assets differed in composi- 
tion, as well as in origin, from the increase in 1953. There was a pronounced 
shift into bank deposits in 1954 with active deposits increasing $272 million 
compared to a decrease of $91 million in 1953, and inactive notice deposits rising 
$501 million compared to a rise of $82 million in the previous year. At the same 
time public holdings of Government of Canada securities, which had increased 
by $221 million in the previous year, decreased by $570 million despite an increase 
in holdings of non-market securities, mainly Canada Savings Bonds. There was 


TABLE 12 


GENERAL PUBLIC! HOLDINGS OF CURRENCY, BANK DEPOSITS, AND 
GOVERNMENT OF CANADA SECURITIES AS AT DECEMBER 31 


(Millions of Dollars) 


—— 1951 1952 1953 1954 

ESOEr ORO e— TOOLS AIL OOM oc ays skh dn vse doo an ming iie abs cunis 1,275 1,377 1,429 1,458 
se 

Henk siqeon oa Seat TLE ne ee NR 3,568 3,796 8,705 3,977 

RORCEEVS DULIOS CODORILE.., cs2sn0ccvesesesvestasig 3,894 4,129 4,211 4,712 

rial DanC A BDORER «6 sciws aonma ties eee 7,462 7,925 7,916 8,689 

port a game nr eS aa ER SN te 8,194 7,812 7,651 6, 623 

PIGRUAPICOL BOPATICIOG. 6 6 ow ipo cei g ss cert ie aes 1,194 1,250 1, 632 2,090 

Total government securities............. 9, 388 9, 062 9, 283 8,713 

PGtAs Citi BOBOUM. 35 Sess ca vos he seo are 18, 125 18,364 18, 628 18,860 


1 Includes all holdings other than those of the banking system and the federal government and govern- 
ment accounts. 
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also a shift towards the more liquid types of market securities such as treasury 
bills. The sharply increased liquidity of the general public as a result of the 
shift from government securities to bank deposits was effected mainly through 
the chartered bank purchases of securities discussed above. The redemption 
operations of the Government of Canada also played some part in this develop- 
ment. 


The increased supply of money in the hands of the public, together with 
the lower interest rates and security yields prevailing during the year created a 
favourable climate for new provincial, municipal and corporate borrowing. 
Net new issues rose by about 12 per cent to an estimated $1,132 million in 
1954, with borrowings abroad being substantially reduced after the first quarter 
of the year. Consumer credit also continued to rise, although at a slower 
rate than in the previous year, the increase being of the order of $125 million 
compared to $314 million in 1953. Mortgage credit also expanded further, 
with the main supply coming from resident life insurance companies who sold 
about $110 million of government securities compared to $49 million in 1953 
in order to finance their increased volume of new investments. As indicated 
above, the chartered banks were also an important source of credit in the field 
of new residential construction. Although non-residents continued to be 
sellers of Government of Canada securities, there was, on balance, a net inflow 
of funds for all types of outstanding Canadian securities of $55 million, and this 
development, together with the net inflow of capita! for investment in new issues, 
contributed to the buoyancy of Canadian security markets in 1954. 


BALANCE OF INTERNATIONAL PAYMENTS 


Canada’s international payments and receipts reflected in 1954 the some- 
what lower level of domestic economic activity and the maintenance of relatively 
firm international markets. Merchandise exports and imports were both lower 
than in 1953. The decline of 5 per cent in the value of exports was the result 
of a volume reduction of 3 per cent combined with a decline of 2 per cent in export 
prices; while the 7 per cent decline in the value of imports was wholly the result 
of a volume reduction. The terms of trade, or the ratio of export prices to import 
prices, were therefore slightly less favourable to Canada and consequently 
the greater volume decline in imports was not fully reflected in an improvement 
in the balance on merchandise account. Nevertheless, there was a small surplus 
of $9 million in merchandise trade in 1954 compared with the deficit of $57 
million in 1953. Taking into account non-merchandise trade as well, the 
current account deficit of $427 million in 1954 was only slightly changed from 
the $439 million deficit of 1953. 


The total value of merchandise exports in 1954 was $3,929 million, down 
by $223 million from 1953. The decline resulted for the most part from special 
situations and was concentrated in a few commodities such as wheat and other 
grains, motor vehicles, primary iron and steel, and items related to defence 
needs such as aircraft and parts and electrical apparatus. Wheat exports showed 
the greatest single decline. Part of this was the result of better crops in other 
parts of the world but there was in addition some running down of stocks in 
anticipation of lower prices. In addition, there was a decline in the value of 
wheat flour and coarse grain exports, bringing the fall in grain exports as a whole 
to almost $300 million or considerably more than the total decline in exports. 
It is apparent, therefore, that apart from grain exports and the other commodi- 
ties mentioned above, Canadian exports maintained their 1953 levels or 
showed substantial gains. The most marked increase was in exports of forestry 
products with newsprint reaching the highest value ever recorded for a single 
commodity in a calendar year. Fishery products, chemicals and base metals, 
particularly nickel, also recorded substantial gains over 1953. 
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Despite a decline of 7 per cent in 1954, imports remained at relatively 
high levels. Imports amounted to $3,920 million in 1954 compared with $4,209 
million in 1953, a drop of $289 million. In contrast to exports, the decline in 
imports was fairly general with agricultural products as a group showing the 
only significant increase. The moderately lower level of economic activity 
in Canada during 1954 reduced requirements for both industrial materials and 
many finished consumer goods. Poor weather in the early part of the year 
also reduced the demand for materials and equipment used in construction. 
In addition, a more cautious inventory policy on the part of business contributed 
to the lower level of imports. This last factor was especially important in the 
‘case of textiles which were also affected by a weaker Canadian market for 
products using textiles in their manufacture. Imports of farm implements also 
showed a substantial decline as a result of lower farm income. Other major 
decreases occurred in the import of automobile parts because of the lower output 
of automobiles, and in coal as a result of the substitution of oil for fuel uses. 


TABLE 13 


BALANCE OF INTERNATIONAL PAYMENTS 


EstIMAaTED CURRENT Account BETWEEN CANADA AND ALL CouNTRIES 
(Millions of Canadian Dollars) 


Prelim. 
— 1951 1952 1953 1954 
CuRRENT CREDITS— 
Merchandise exports (adjusted)!.................. 3,950 4,339 4,152 3,929 
Gold available for'export?. 2VAgMtbs. JAROLER 150 150 144 155 
PP TAVSNOTBONGRGOTES Fide 6 cic ta uirevaa nts vtinrsig Te © Bebe 274 275 302 300 
Interest and dividends 115 145 164 136 
Freight and shipping............... 351 383 337 306 
Inheritances and immigrants’ funds.............. 77 85 92 91 
ther Carrent TEcoipw.. A122 ols o's lec ete eweetes 249 281 321 308 
G25 25) ke Oaaye Fm. te, i eS RR foo, Seen & 5, 166 5, 658 5,512 5,225 
CurrReENtT Desits— 
Merchandise imports (adjusted)................5. 4,097 3,850 4,209 3,920 
ETA OUDTMONCTAIECS As oc. «sc tttrab sis ole stam ob 2+ v= Sate 280 341 365 380 
Sntercapand dividends ....5.4..0d55.esc ambos adden 450 413 410 443 
Biren peati GLAD PIO sf pica Ae Se sfosinis nla ei tteve Stas siete 354 375 382 341 
Inheritances and emigrants’ funds................ 70 94 91 93 
Other cacrent paywaents: «.!daeses. . voces oes es bots 432 421 494 475 
STE TES ois cainroin Sate wncicainue erate 5, 683 5,494 5,951 5, 652 
Net BALANCE ON CURRENT ACCOUNT.......-..2200055 —517 +164 —439 —427 


1 Aid to NATO countries under Defence Appropriation Act has been excluded. 


Estmatep GEOGRAPHICAL DISTRIBUTION OF THE Nret BALANCE ON CURRENT ACCOUNT 
(Millions of Canadian Dollars) 


oes 1951 1952 1953 1954 
Ladh oootey. oer ag Te ee —951 —849 924 _818 
Tinited, Kingdoms. s 9:<\asi0'n00 9sice natalie vines teed ss +223 +388 +142 +230 
Tene it te SGORIIOE DIOR, pn so cages nnrsiccenens sap — 24 +114 + 87 +. 38 
Other OEEC Countries............-sseeeeeeeeees +223 +332 +179 +118 
ilew Coan tri inc nannadeds +> > dahadt <a> sitdeaels « + 12 +179 +97 + § 
A Oomiteii ls. . ib —517 +164 —439 —427 
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The customary deficit on non-merchandise account widened from $382 
million in 1953 to an estimated $436 million in 1954, an increase of $54 million. 
Both payments and receipts fell below their 1953 levels with the greatest declines 
taking place in the freight account. This was a reflection of lower levels of 
trade in 1954 and further transfers of ships from Canadian registry. Interest 
and dividend receipts also showed a decline while payments showed a marked 
increase reflecting rising payments on earlier direct investment by foreigners 
in Canada and on Canadian issues held abroad. Travel expenditures by Canadians 
abroad were higher while receipts on this account were slightly lower than in the 
previous year. There was some drop in payments because of the large non- 
recurring military expenditures in 1958. The net result of these movements was 
that non-merchandise receipts declined from $1,360 million in 1953 to $1,296 
million in 1954, a drop of $64 million. Payments fell by only $10 million from 
$1,742 million in 1953 to $1,732 million in 1954. 


There were no significant changes in the direction of Canadian exports 
and imports in 1954. The decline in total exports was widely distributed. 
The lower value of exports to the United States was partly a consequence 
of reduced economic activity in that country in the early part of the year. 
On the other hand, the decline in exports to Commonwealth countries, includ- 
ing the United Kingdom, and to other overseas countries can be attributed 
almost entirely to lower exports of wheat and, to a lesser extent, motor vehicles. 
Apart from these items most other Canadian exports to these markets showed 
a strong upward trend. This was particularly true of the United Kingdom and 
Europe and is related to high levels of industrial activity as well as to increased 
liberalization of dollar trade and payments in those countries. 


BALANCE OF INTERNATIONAL PAYMENTS 
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The decline in imports was concentrated in trade with the United States 
and the United Kingdom. The declines were mainly in consumer durable 
goods and machinery from the United States, in fibres and textiles from the 
United Kingdom and in iron and steel imports from both countries. Imports 
from the rest of the sterling area, Europe and all other overseas countries 
showed an increase, with the exception of imports from Latin America which 
declined fractionally from the previous year’s level. 


Excluding the movement in official reserves, the net inflow of capital into 
Canada in 1954 was considerably larger than in 1953. There were as well some 
changes in the components of the capital account. Direct investment was 
slightly lower, reflecting the somewhat lower level of activity and the effect 
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TABLE 14 
CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S, DOLLARS 
AS AT DECEMBER 31 
(Millions of U.S. Dollars) 


———e 1951 1952 1953 1954 
ee Se 2S SS VE ee ree ee 
Exchange Fund Account and Bank of Canada— 
1s RE RR Mtl sgh deine Dl 841-7 885-0 986-1 1,072-7 
SipererOmAites S.C E LM uA. fe 899-5 961-8 802-0 833-4 
Other Government of Canada Accounts.............. 37-4 13-4 30-4 36-5 
Total Gold and U.S. Dollars............ 1,778-6 1,860-2 1,818-5 1, 942-6 
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of bad weather in hampering development of the western oil fields. The total 
value of new Canadian securities issued abroad was also lower as a result of 
the decline of Canadian rates of interest relative to rates in the United States. 
The net proceeds from these issues were further reduced by large capital retire- 
ments. In contrast to 1953, there was however a substantial net inflow of 
capital arising from dealings in outstanding Canadian issues. The outflow 
resulting from repatriation of government securities was somewhat larger than 
in 1953, but this was more than offset by an increase of $100 million in non- 
resident net purchases of common and preferred stocks of Canadian corpora- 
tions. The operations of United States investment funds played an important 
part in this latter development. Other capital movements also resulted in a 
small inflow in 1954 compared with the large outflows of 1952 and 1953. 


The total net inward movement of capital was more than sufficient to cover 
the deficit on current account and official exchange reserves rose by $124 million 
during the year and the Canadian dollar remained at a premium over the United 
States dollar. Official reserves of gold and United States dollars were $1,942 
million at December 31, 1954, as compared with $1,818 million at December 31, 
1953. At the same dates, the United States dollar was $. 96 19/32 and $.97 3/8, 
respectively, in terms of the Canadian dollar. In recent weeks the premium 
on the Canadian dollar has been somewhat less and the noon rate of exchange 
on the United States dollar in Canadian funds was 98,% on March 29, 1955, 


TABLE 15 
SUMMARY OF CAPITAL MOVEMENTS 
(Millions of Dollars) 


1951 1952 1953 1954 


em eeeeseeees—iéi—e=En” 


Direct investment in Canada.....cecesesscsccceccsesese +309 +346 +398 +325 


Direct investment abroad.....sscccccvccvcccccce cates - — 20 — 77 — 56 — 70 

Canadian securities— 
Trade in outstanding isSueS........sseececcssecees -» + 38 — 94 — 31 + 55 
NOW PIOG acictias nacd cokes Wes sBokdade tes serene +411 +316 +342 +318. 
PROGINS. cab duce FR7EN Cod va eardewersdesvee ccase™ ~1B4 — 89 —142 —192 
ED ENNITTE ANS Sooo Sots ook eee Vo oe a kee hex a KE osen Des — 8 - 1 — 21 
Official Loan Repayments....... ek sinw PES, eer diane ene. + 56 + 87 + 72 
Canadian dollar holdings of foreigners........ Sepivclaiat ere eoiiul SEIS — 66 — 17 + 26 
Offcial holdings of gold and foreign exchange (increase, —) — 56 — 37 + 38 —124 
Otiver napttal mi0vorienta soos cass vc on rss 6-06 gemecenes +128 —6511 —179 + 38 
—164 +439 +427 


Net capital movement financing current account balances +517 


54319—54 


68 
EMPLOYMENT AND EARNINGS 


Employment in 1954 reflected the weakening of demand and the more 
competitive conditions which became evident in some sections of the economy 
in the latter part of 1953. The growth in the labour force was accompanied by 
a decline in employment and there was consequently some increase in unemploy- 
ment. The number of persons without jobs and seeking work rose from an 
average of 137,000 in 1953 to 232,000 in 1954. The average number of persons 
employed in 1954 was 5,194,000 compared with 5,246,000 in 1953. 


Although the demand for labour was stronger in 1953 than in 1954, this 
was less true of the last quarter of the year. Thus, in 1953 employment was 
relatively high for the first three quarters of the year but conditions deteriorated 
noticeably in the last quarter. This deterioration continued into 1954 and 
each month from January to September showed lower employment than the 
comparable month of the preceding year. However, at the beginning of the 
fourth quarter of 1954 the number of people with jobs was approximately equal 
to the number at the same time in 1953; and in December of 1954 employment 
was considerably above the level of December 1953 although because of the 
expansion of the labour force the number without jobs and seeking work was 
also higher. Total industrial employment increased slightly in the last quarter 
of 1954 and the decline relative to 1953 was less pronounced than for the first 
three quarters of the year. Employment in non-durable manufactures and in 
construction showed a similar pattern. In forestry and mining the level of 
employment was actually higher than had prevailed in the last quarter of 1953. 
In the service sector the first three quarters of the year had shown a gain over 
the comparable period of 1953; and this gain was continued into the fourth 
quarter. 


The number of persons without jobs and seeking work averaged 4.3 per 
cent of the labour force in 1954 compared with 2-5 per cent in 1953. The highest 
unemployment was reached in March of 1954 when there were 321,000 persons 
without jobs and seeking work or 147,000 more than the number for the same 
month in 1953. The point of lowest unemployment was reached in September 
1954 with 168,000 jobless persons looking for work or 83,000 more than in 
September 1953. In January 1955 the number of persons without jobs and 
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seeking work was 363,000 or 80,000 above the level of the comparable month 
in 1954; and in February 1955 the number of persons without jobs and looking 
for work was 379,000 or 64,000 more than in February 1954. 


Despite the fact that employment averaged a little less in 1954 than in 1953 
there was an increase of about 2 per cent in total labour income. Thus, the 
higher rates of pay in 1954 more than offset the combined effect of reduced 
employment and a slightly shorter working week. The average annual earnings 
per paid worker rose from $2,940 in 1953 to $3,034 in 1954, an increase of 3 per 
cent. Since 1951 average earnings per paid worker have risen by almost 17 
per cent. Most of this increase represents a gain in real income, for the upward 
movement in prices, as indicated by the consumer price index, has only amounted 
to 2 per cent. 


The greater part of the 8 per cent increase in labour income for 1953 was 
concentrated in the first half of the year. There was very little growth for the 
last half of the year and the seasonally adjusted figures indicate a slight decline in 
total earnings between the fourth quarter of 1953 and the first quarter of 1954. 
The moderate rise in total labour income for 1954 was distributed fairly evenly 
over the last three quarters of the year. 


Finance and other services was the only industrial group in which the total 
of wages and salaries advanced at a faster rate in 1954 than in 1953 and this 
increase amounted to 9 per cent. The total of wages and salaries paid in the 
primary industries rose by 2 per cent during 1954. In public utilities, transporta- 
tion, storage and trade there was a moderate increase slightly greater than for 
labour income as a whole. In both manufacturing and construction on the 
other hand there was a small decline in aggregate earnings. 


TABLE 16 
THE CIVILIAN LABOUR FORCE 


ANNUAL AVERAGES! 
(Thousands of Persons) 


— 19512 1952? 19532 1954? 
Reroriinn PAE WOPCE. .cs so msc deanme dase Sekia ee odes 5, 217 6,015 5, 383 5,426 
US SR, ery rite eet i a es 4,071 4,136 4,197 4,207 
Perdis Sever UM Gao sete PAP RAW AS POS TR OS RTE Os 1,146 1,179 1,186 1,219 
A PEP g CTLs re Bae, CS SE er reir ce 4,274 4,420 4,521 4,547 
haviodiierel p Bineesa ae. ieee tee fees as ed she a, ae 943 895 862 879 
5 ithout jobs seeking work............... 106 129 137 232 
Fatecne ith Hobe ee ae SL Eas Seto SE oes OE 6,111 5,186 5, 246 5,194 
In Non-Agricultural Industries............... 4,171 4,295 4,388 4,321" 
Paid] WOTRAIB ons hes de xx rewan ar stty ade 3, 636 3,773 3, 853 3,802 
Employers, own account workers and rm 
unpaid family workers.............-- 535 522 535 519 
In Agriculture... ....--resssiseseseonnne sce sss 940 891 858 873 
Paid Workers............ to Hey x 99 111 113 120 
Employers, own account workers an 
unpaid family workers...........+++- 841 780 745 753 


I 


1 Average of the quarterly labour force surveys in 1951 and 1952 and of the monthly surveys in 1953 
and 1954. 
2 Revised to include all areas in the ten provinces. 
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The civilian labour force, which includes both the employed and the un- 
employed, averaged 5,426,000 for 1954 and accounted for 52-7 per cent of the 
non-institutional civilian population over 14 years of age. This compares 
with 53-1 per cent in 1953. The agricultural labour force increased from 
862,000 in 1953 to 879,000 in 1954. This increase of 17,000 is in contrast to 
the trend of recent years when there has been a marked shift from rural to - 
urban occupations. 


In addition to the civilian labour force, there were 115,000 men and women 
in the armed forces in 1954 compared with 106,000 in 1953. 


PRICE TRENDS 


Canadian prices were relatively stable during 1954. The consumer price 
index varied little more than $ per cent from its yearly average and ended the 
year less than 1 per cent above the January level. The general wholesale . 
index declined slowly but more or less steadily throughout the year and was 
about 2 per cent lower in December than in January. The consumer price 
index has been almost unchanged for about three years and the wholesale price 
index has declined less than 3 per cent since September 1952. 


The consumer price index moved fractionally upward from an average of 
115-5 in 1953 to 116-2 in 1954. This was the result of moderate increases in 
the price of services. The largest increase was the 2 per cent rise in the shelter 
index. During the year the variations in the consumer price index followed 
closely the variations in food prices. The food index reached a low of 110-2 in 
May and a high of 114-4 in August. It was half a point higher at December 
1954 than at December 1953, but the average of food prices for 1954 was slightly 
lower than for 1953. Clothing was the only other group in which prices averaged 
less than in 1953. There was a fairly steady decline throughout the year and 
clothing prices were about 2 per cent lower at the end of the year than at the 
beginning and about 6 per cent lower than they had been in December 1951. 


CANADIAN WHOLESALE AND CONSUMER PRICE INDEXES 


(mDEX 1949=100 


GENERAL WHOLESALE INDEX 


1930 
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The United States consumer price index also averaged a little more for 1954 
than for 1953. However, in the United States the movement throughout 
1954 was slightly downward both in the total index and in the food component. 
In Canada, as has been pointed out, the movement was slightly upward. 


The Canadian index of wholesale prices declined for the third successive 
year. The average for the year was 2 per cent below the average of 1953; and 
the moderate downward course throughout the year brought the index at year- 
end to a point only 3 per cent above the level of June 1950. Since wholesale 
prices reached their peak in July 1951, following the outbreak of war in Korea, 
the decline in the index has amounted to 12 per cent. The slight downward 
movement of the wholesale index in 1954 reflected the trend for the majority 
of goods. In general, raw materials declined somewhat less than manufactured 
products. The larger decreases took place in wholesale prices for farm products 
and textile and iron products. However, the decline in the price of farm and 
textile products was considerably less than in 1953. The fall in the wholesale 
price for iron products was about 4 per cent compared with an increase of 1 
per cent in the previous year. Exceptions to the general downward trend 
occurred in the case of non-metallic minerals and chemicals which moved 
fractionally above 1953 levels. ' 


TABLE 17 


WHOLESALE PRICE INDEXES 
(1935-39 =100) 


Fully and 
General Chiefly Canadian 
— Wholesale Manu- Farm 
Prices factured Products 
Goods 
Th, os he ee i eee eee eee 99-2 101-9 92-6 
16D Be tas esc. os nae a sista ee 108-0 109-9 96-1 
I cl, Wan el Bock ek a 116-4 118-8 106-6 
~ 7° eo tatay lalate aN RED, > ie. SR MRAM ig! cea RES 123-0 123-7 127-1 
Ti CRD, Pe Pe NE Cs is. CRIME ENE, LADEN aE 127-9 126-9 145-4 
cach ta ply REINO et A PTTL DEE 8 a8 ONE ELE! 130-6 129-1 155-3 
OSE SSE SOS EE AMEE EEN NEEM WAS AEN Ge 132-1 129-8 166-4 
| saphena i Sai im iti cS 626: 3 CAB a tia ORES 138-9 138-0 179-5 
ST ter aks ots, Poe tg Meek Cb ie en 163-3 162-4 192-2 
I ccs dine th ee 193-4 192-4 232-1 
ee cs nk Geta ka ee se, ee 198-3 199-2 228-7 
MN Beko! cs we dcndaniitne ope eee 211-2 211-0 236-7 
RO ei ne ee Sh de ee ee 240-2 242-4 268-6 
ed | ee ae cue dy ee ae sae ee 226-0 230-7 250-2 
Te gs. Me ate ivdess eins eee 220-7 228-8 220-9 
STL Daal Tate alee aOR cs Seite ERIE AS gt RS 217-0 294-2 209-2 
re re ee ee 219-8 227-8 212-9 
tern Seether ere a10.0 | ors | alae 
_* eS * el Sh a ON SIN Hee ON eae PIS ES #1 218-6 226-9 210-2 
MMs cui dass Gadtesowtncie Ab Gani ot eta ae a 217-9 225-1 209-0 
ae ene ae RRM aT pal, CHASE MIDS Co HS hs. 218-2 224-5 213-1 
A LS SAR APOE NRO Ey NF 5 217-8 224-5 213-1 
AR oo os vg eéderes teenie ania: chanson 217-4 223-6 217-8 
eM ou ofan ckckne odcchodsxensitnhccce ee 215-8 292-3 207-9 
ee. « saad voce kumrion vanes bal euhd aa icteetaae eee 215-3 222-6 204-1 
Sth ge aunt le NT IE i ERNIE “Bibel BETO Age 214-3 221-8 201-1 
iermna Bie... vcs abnvkcieond.aeuh vaxtectiela eee 214-8 292.2 203-8 
Tee cas a. os dap ain cabal gL REAM 215-3 222-3 204+7 
Tay 215-7 222-1 206-5 
ig 5+ RE SRE A ATE ya | aha |. oe 
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: 1954 Indexes are preliminary. The Canadian Farm Products index is fully revised only up 
Jaly 1008 and 5 Be er dhe do final payments on all grains for subsequent months, 
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TABLE 18 


CONSUMER PRICE INDEXES 
es oOOOoeoeTelrererurwao 


CANADA UNITED STATES 
—- Total | Food Total | Food 
1949=100 1947-49 =100 
LOS Ae Sette crise arate Mitte ehate ers iavsiet o> nae inlets eye saa 63-2 50-2 59-4 47-1 
LOAG HS Leh Se; Hd s Shee Borehole «Soleil ate baie Weeleishe dol 65-7 52-6 59-9 47-8 
1 OEY a oe Te ee eee ee Oe ORR OP Cer OC Ciao o Ge 69-6 57-9 62-9 52-2 
LGA eee ee ee tres ais ostream isis tia aheler ties Sistas 72-9 63-4 69-7 61-3 
TOSS WIVES API TS Adee te ates celoetailobis abies hiave 74-2 65-2 74-0 68-3 
GY 0 ee eek ee ee ee ones 2 he See eterno coon. 74-6 65-5 75-2 67-4 
GY le yaa Ae uc eon tire aha henie S848 Renal a Cay emma eit eerie ein ee 75-0 66-3 76-9 68-9 
TOLG Me PE Aa, eh eatin eit amee tacts 77-5 70-0 83-4 79-0 
BOAT nd dere << Fists ties ESO OM Ree OE ED eee was 3 oh 84:8 79°5 95-5 95-9 
jf? 1 ea RON Se aes FN Un, seco a 6 eereraco Oe 97-0 97-5 102-8 104-1 
TOES Sees rere ec naire sia aicoyerewice er ere one etieterersits 100-0 100-0 101-8 100-0 
Ut eerie dares AeA Or ei ricin RE OCC or atic ws Teac 102-9 102-6 102-8 101-2 
Shee RSM Marten Ar od Serta ai re oe peo ec oe 113-7 117-0 111-0 112-6 
MOD Dee ery he es teins eseareie enh eteete cutners he G etacedeianmarsieiete 116-5 116-8 113-5 114-6 
TORSPESGE. 3504 EWN. eee tai cite eawlichte dulndae em 115-5 112-6 114-4 112-8 
NORA et ce ee a oeited date nierac ana aera ee elea tele savas 116-2 112-2 114-8 112-6 
1 R5Y I Byatt iaiaotaan Sa BUCO RSD Ie SU OCOC ODOC A DES DOSED 115-7 111-6 115-2 113-1 
ID yt) 5 SAGES > On Oona GOOeO AGaCmtGo an onbe 115-7 111-7 115-0 112-6 
INT ares Ta are, htcrs wk cs aateaie ete otaleve eeay'ovas wcsieretone sl alts lecerouarens 115-5 110-7 114-8 112-1 
Rrra ae rercictavateolore vate ces ives aeetevasneerere taal grsranetons ate aencte 115-6 110-4 114-6 112-4 
1 Ey pe ee GO ER Soa eee Oo cmIOc COD CO OCOD 115-5 110-2 115-0 113-3 
UTICA. cco vw ale aut aren avarerevts lesane etetareteta ereleReaeyeleieke rie 116-1 112-0 115-1 113-8 
DULG tee oer evtei eyelet elke aisiete srenetorarate wleneieoicterSeney ea ate 116-2 112-1 115-2 114-6 
WANTED US trate oc ane cerone coisa alle isl sleeves ereeleretorarmteserersiale niet 117-0 114-4 115-0 113-9 
September wen ans-ctranc seacciesretee sere anette 116-8 113-8 114- 112-4 
OCtO MOI ae cole seats Sotelo me ceerobiomraccs se minciele ets 116-8 113-8 114-5 111-8 
INO VOI DORM erate wis, tiio.< clove iellasaicraps cole susie isle) ¥ tueceneieorta 116-8 113-4 114-6 Tite 
IDSCEMID OL erates 5 hare ees cP eials sistersclerncretes 116-6 112-6 114-3 110-4 
LOB a SATU AT Ye AAI late a aleraretb ieee ste ecelefore'e sia ovarecelatwcele ale 116-4 112-1 114-3 110-6 


RG DLUSTY saeco ote ag esecosn oir wie sco rstoitevelecciayacee ateie stare 116-3 111-5 114-3 110-8 
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NOTE 


Subsequent to the printing of these Budget Papers which were tabled 
in the House of Commons on Monday, April 4, 1955, the Minister of Finance 
announced in his Budget Speech on Tuesday, April 5, 1955, that the authority 
of Parliament would be sought to wipe out the temporary loan of $45-8 million 
made to the old age security fund to cover the deficit in the fund for the 
fiscal year 1953-54 by charging it to expenditures in the fiscal year 1954-55. 
This will have the effect of increasing the estimated budgetary deficit for 
1954-55 by $45-8 million bringing the estimated expenditures for 1954-55 to 
$4,301 million and the adjusted deficit for the year to $194 million. 

No changes have been made in either the tables or the text of these 
Budget Papers and therefore in using this material appropriate adjustments. 
in these published figures should be made. 
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Part II 
REVIEW OF GOVERNMENT ACCOUNTS 
1954-55 


1. INTRODUCTION 


The figures which are presented in this Part must be regarded as preliminary 
and subject to revision. Although the Government’s fiscal year ended on 
March 31, the books must remain open for several weeks in order to record 
various adjusting entries and to take into account all payments up to and 
including April 30 made on account of expenditures originating in and properly 
chargeable to the fiscal year 1954-55. Consequently the final figures when they 
become available next August may show some variations from those given in 
the following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1954-55 


The budgetary revenues of the government for the fiscal year ended 
March 31, 1955 are now estimated at $4,107 million. This is $357 million or 
about 8 per cent less than the amount of $4,464 million forecast in last year’s 
budget speech and approximately $289 million less than the total collected in 
the preceding year. 

Budgetary expenditures are estimated at $4,255 million which is $205 
million or 43 per cent less than the budget forecast and about $95 million less 
than the total spent in 1953-54. 

On the basis of these figures the indicated deficit is about $148 million 
compared with the budget forecast of a nominal surplus of $4 million and a 
surplus of $46 million for 1953-54. 

On the revenue side of the government’s budgetary operations the most 
significant feature was the decline of $251 million in tax revenues. Corporation 
income taxes declined by $183 million, exeise taxes by $53 million, customs import 
duties by $14 million and personal income taxes by $12 million, but these were 
only slightly offset by increases of $7 million in taxes on dividends, interest, 
rents and royalties going abroad, and $3 million in succession duties. 

On the expenditure side, the most significant feature was the continued 
importance of defence in the government’s expenditure programme. Although 
defence expenditures at $1,697 million were $157 million or about 8 per cent less 
than those of the previous year, they still constituted 40 per cent of the govern- 
ment’s total budgetary outlay. In 1953-54, defence expenditures represented 
42-6 per cent of the total. 

Although the budgetary deficit was $148 million, the government made 
loans, advances and other non-budgetary disbursements of about $292 million 
and at the same time reduced the amount of its unmatured funded debt out- 
standing in the hands of the public by approximately $202 million. This was 
achieved by using the $488 million available from insurance, pension and annuity 
accounts receipts, the repayment of loans and advances and other non-budgetary 
receipts and credits, and by letting cash balances run down by $154 million. 
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The following table summarizes the budgetary and non-budgetary trans- 
actions and changes in cash position for the fiscal year ended March 31, 1955: 


TABLE I 
Fiscal Year Ended 
SumMaryY OF BUDGETARY AND Non-BUDGETARY March 31, 1955 
TRANSACTIONS AND CHANGES IN CasH POSITION (Estimated) 
(in millions of dollars) 

Budvetary rev enwes tsb mcii aw sme hobewpiesat eae a> ase etal ee eenoise eae isi Fes ehee 4,107 
Budectaryexpona tonresaca sss ciel cer on eon Act leietetele.sctohtote sah mierelalstarcievaita. cto eet araraiay|™ Mcierare ate 4,255 
Maxie Heya (ey 816) 4d C= pO es Ba ain SEA ee teeta on Cree OA MSEInOu on CLOGaor uO ood Nas ead CBeoge —148 
Non-budgetary receipts and credits (excluding unmatured debt transactions)— 

Repayments of loans, investments and working capital advances............ 222 

Net government annuities account receipts............... sees eee e ee eee eee 64 

Net insurance and pension account receipts... ......1.ecccecrccwccesecsccneee 139 

Other aon-budwotarys recelpusue et enl..c thee enc one maior cea tame ante conienyy 63 488 
Non-budgetary disbursements and charges (excluding unmatured debt trans- 

actions)— 

Loans, investments and working capital advances...........2..ceceeececees 179 

Other non-buasetary Gisbursements em «9c ster ooh p wei e-<Grery aan ieee e- 113 292 
Net amount available from non-budgetary transactions.............cceeececeees| ceeeee eevee 196 
Overall cash available from budgetary and non-budgetary transactions.........|  ....+. seeee- 48 
Net decrease in unmatured debt outstanding in the hands of the public.........] ...... 2.1... — 202 


Netidecreasein cashrbalances @2.5.4...uvss). ies kioieeh. toe ae cae hea aL tea eee 


Pension payments from the old age security fund amounted to $353 million 
in 1954-55 and tax receipts credited to the fund amounted to $291 million with 
the result that there was a deficit for the year of $62 million which was covered 
by a temporary loan by the Minister of Finance to the fund. This amount, 
together with the loan of $46 million covering the deficit of the fund for 1953-54 
brings the total outstanding temporary loans made by the Minister of Finance 
to the fund to $108 million. 


During 1954-55, the government’s liability for unmatured debt decreased by 
$88 million, but as other liabilities of the government increased by $109 million, 
the gross public debt increased by $21 million to $17,944 million at March 31, 
1955. During the same period the net active or realizable or revenue-producing 
assets decreased by $127 million to $6,680 million with the result that the 
government’s net debt—that is, the gross debt less the active assets—was $11,264 
million at March 31, 1955, an increase of $148 million. 


After taking into account the budgetary deficit of $148 million and the net 
balance of $196 million available from non-budgetary transactions, $48 million 
was available for debt reduction. By using this amount and by allowing cash 
balances to run down by $154 million, unmatured funded debt in the hands of 
the public, after taking into account sinking fund purchases and transactions in 
the securities investment account, was reduced by $202 million. 
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BUDGETARY REVENUES AND EXPENDITURES 
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3. THE BUDGETARY ACCOUNTS §-: 


Total revenues, at $4,107 million for 1954-55, were $289 million less than 
the total for 1953-54. Total expenditures at $4,255 million were $95 million 
less than in the previous fiscal year. The deficit for the fiscal year was $148 
million compared with a surplus of $46 million for 1953-54. 

A summarized statement of the estimated revenues and expenditures and 
deficit for the fiscal year ended March 31, 1955, with the actual figures for the 
fiscal years ended March 31, 1948 to 1954, inclusive, is given in the following 
table: 


TABLE II 


Bupaertary Revenves, EXPENDITURES AND SuRPLUS OR DeErFIcIT 
(In millions of dollars) 


a: Budgetary Budgetary Surplus or 

Fiscal Year Ended March 31 Revenues | Expenditures} Deficit (—) 
14S ce sone iiaats sontecstedgard sears beh See, ONE es 2,871-7 2,195-6 676-1 
EO Oe Pete cr tere Ete tah ey Ron vere cane ees ar a, ee aa ee 2,771-4 2,175-9 595-5 
LOGO Gerier, otet heen tonevane wicte rele cstesteoe EOE ns, a Ae ee cee a 2,580-1 2,448-6 131-5 
UD cect ae tatarate Marske pees tee eis Bierce asain A eee ee On ee a 3, 112-5 2,901-2 PAUIES? 
LOD Oessesarhcrsvoeete tate epapete ace etre atic edt ave nar wee AM Ste 3, 980-9 3, 732-9 248-0 
LODO Remit ante ie wetter cine oo opie ha RPh YG | 4,360-8 4, 337-3 23-5 
Toba es fev ooans Reren ox sUeai eget se evel stevie eres] of /aate joxan~ eel tis eimhickep enslave. state ee 4,396°3 4,350-5 45-8 
1OSSW(Histimated) ernst ow crew eee ane ok cee 4,107-1 4,255-4 —148-3 


—). eS 
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A. REVENUES 

Budgetary revenues amounted to $4,107 million for the fiscal year 1954-55. 
This is $289 million or 6-6 per cent less than the record amount of $4,396 million 
received in the previous year. Of the total for the year $3,753 million or 91-4 
per cent was derived from taxes and $354 million or 8-6 per cent from non-tax 
revenues and special receipts and credits. 

A statement of estimated revenues for 1954-55 classified by major categories, 
and the corresponding actual figures for 1953-54 is given in Table III. 


TABLE III 


STATEMENT oF BUDGETARY REVENUE BY Masor CLASSIFICATIONS 
(In millions of dollars) 


Fiscal Year Ended March 31 
Increase or 


1955 Decrease (—) 
Source (Estimated) 1954 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Tax revenues— 


Personal income tax* <<< aes + belnsch 1,176-0 28-6 1,187-7 27-0 —11-7 1-0 
Taxes on interest, dividends, etc., 

Pome abroadine . Pate). S288. 61-0 1:5 53-8 1-2 7+2 13-4 
Corporation income tax*............ 1,008.0 2405 1,191.2 27-1 —183-2 15-4 
PUOCOSAION CLUCIOS 26 . sateen acne sae 42-0 1-0 39-1 0-9 2-9 74 
Customs import duties............. 393-0 9-7 407-3 9-3 —14-3 3-5 
PREOTBE CHIDO oe scarce ed Acton t.ho Stara oie 227-0 5-5 226-7 5-2 0-3 0-1 
TSU SIG rh gt Ai aped, OMe i an ae ne 576-0 14-0 587-3 13-4 —11°3 1-9 
Oita SkCISS TEXOS.45. o> ear awe canes 254-3 6-2 296-0 6-7 —41-7 14-1 
SILOS BAROR: dich Caceres eis ature 15-5 0-4 14-5 0-3 1-0 6-8 

Total tax revenues... .. 20004". 3, 752-8 91-4 | 4,003-6 91-1 —250-8 6-2 

Non-tax revenues— 
SG TO oo ence thoy as ieee 130-1 3-2 111-0 2°5 19-1 17-2 
Return on investments............. 133-7 3-2 151-9 3°5 —18-2 12-0 
Premium, discount and exchange...|........ w0freseeccees EBS! Toe ase ten 45 cc —0°8 100-0 
Other non-tax revenues............. 56-8 1-4 54-5 1-2 2-3 4-2 

Total non-tax revenues........... 320°6 7-8 318-2 7:2 2-4 0-8 
Special receipts and credits......... 33-7 0-8 74:5 1-7 —40-8 54-8 

Dota TOVORUCE 45... sg.n0,c ginko meer 4,107-1 100-0 | 4,396-3 100-0 — 289-2 6-6 

cont >. A ee ae ee ee eee Oe ee a 
1954-55 1953-54 
*Excluding tax credited to Old Age Security Fund— 
2% personal incOMe tAx.......sseeeereeseecccncercsseseeescecers 101-0 90-7 
2% corporation incOME tAX........eeeeeeeeeeeeee cree eeeeeserenes 46-0 55-6 
2%, Beles TAK s+. igs:0 +> owen aarnret + '6:n 0 vinnie pie Peep WAN gales ene ar este 144-0 146-8 
291-0 293-1 


(1) Tax REVENUE 
Taz on Personal Incomes 
The personal income tax in 1954-55 replaced corporation income tax as 
the largest class of government revenues. The yield (excluding the old age 
security tax) for the year was $1,176 million, a decrease of $12 million or 1 per 
cent from 1953-54. This decrease is due to the continuing effect of the 1953 
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tax reductions and the introduction of a personal income tax in the Province of 
Quebec. Tax rates on personal incomes were reduced about 11 per cent on 
July 1, 1953. Consequently these lower rates were in operation for only three 
quarters of 1953-54 but applied through all of 1954-55. The fact that the tax 
rates for 1954 were on the average about 6 per cent below those for 1953 was 
reflected in lower quarterly instalments and balances of tax paid with returns in 
the fiscal year 1954-55. The allowance of a credit for the Quebec income tax up to 
10 per cent of the federal tax resulted in lower quarterly instalment payments of 
federal tax during the year for some taxpayers in Quebec and refunds to some 
taxpayers in that province who filed their 1954 returns before the end of the 
fiscal year. The influence of these factors more than offset the small increase 
in the total of personal incomes that took place in 1954. 


In addition the 2 per cent tax on personal incomes levied under the Old 
Age Security Act yielded an estimated amount of $101 million during 1954-55 
compared with $91 million in 1953-54. The apparent increase in revenue from 
this tax during the period when the revenue from the personal income tax declined 
is due to the fact that the yield from this tax in 1953-54 did not represent a full 
year’s return at the 2 per cent rate. This revenue was credited to the Old Age 
Security Fund. 


Taxes on Interest, Dividends, Rents and Royalties Going Abroad 


These revenues are derived from taxes withheld on payments of interest, 
dividends, rents, royalties, alimony and income from estates and trusts made 
to non-residents. The total of $61 million in 1954-55 is $7 million greater than 
in the previous year reflecting increased dividend payments during the year. 


BUDGETARY REVENUES BY SOURCE 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
5000 FISCAL YEARS ENDED MARCH 31 5000 


11% | OTHER REVENUES 
L985 TOTAL REVENUE 
“~*~ FROM TAXES 91% 
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Corporation Income Tax 


Corporation income tax was the second largest class of government revenue 
in 1954-55, being replaced as the largest revenue producer by the personal 
income tax. Collections (excluding the old age security tax) amounted to $1,008 
million, a decrease of $183 million or 15 per cent from the previous year’s total 
of $1,191 million. Most of this decrease is due to the lower corporation profits 
in 1954. However, the continuing effect of the reduction in rates announced 
in the 1953 budget also influenced the comparison of revenue in 1954-55 with 
that of the previous year because some of the collections in 1953-54 were based 
on the higher rates of tax in force before January 1, 1953. 

The total revenue from corporation income tax includes $6-5 million paid 
by corporations paying the 15 per cent tax on their undistributed income. This 
compares with $8-8 million collected from this source in 1953-54. 

In addition the 2 per cent tax levied on corporate profits under the Old Age 
Security Act yielded $46 million during 1954-55 compared with $56 million 
collected from this source in 1953-54. These collections were credited to the 
Old Age Security Fund. 


Succession Duties 


Revenues from succession duties were $42 million in 1954-55, an increase of 
$3 million or 7 per cent over the previous year. 


PRINCIPAL SOURCES OF TAX REVENUES 
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Customs Import Duties 

Revenue from customs import duties amounted to $393 million, a decrease 
of $14 million or 33 per cent from 1953-54. This decrease in revenue reflects 
the decrease in the total value of imports. 


Excise Duties 


Excise duties are levied exclusively on alcoholic beverages and tobacco 
products. (Additional taxes on tobacco products are levied under the Excise 
Tax Act). The revenue from excise duties for the year was $227 million, only 
$0.3 million less than in the previous year. The receipts from the tax on alco- 
holic beverages, before deducting refunds, showed a decline of $2 million from 
the previous year but gross receipts from tobacco products were $2 million 
higher. 


Excise Taxes 


Included under this heading are the revenues from the general sales tax 
and the special excise taxes levied on a wide range of manufactured products. 
Total net collections for the year are estimated at $830 million, a decrease from 
1953-54 of $53 million or 6 per cent. 


The sales tax, which from the standpoint of revenue is the most important 
tax levied under the Excise Tax Act, yielded an estimated net revenue of $576 
million in 1954-55 (excluding the 2 per cent old age security sales tax). This is 
$11 million or 2 per cent less than the amount of $587 million received from this 
source in the previous year. About $3 million of this reduction may be attri- 
buted to the exemption of certain items from tax following the 1954 budget. 
The remaining part of the reduction in revenue was due to the slight decrease 
in sales of taxable goods during the year. 


Excise taxes other than sales tax yielded approximately $254 million or 
$42 million less than 1953-54. Approximately $33 million of this reduction in 
revenue is due to the reduction of the tax rate from 15 per cent to 10 per cent 
for a wide range of items and the repeal of the tax on certain other items such as 
household electrical applicances, furs, cameras and luggage following the 1954 
budget. The rest of the reduction in revenue is more than accounted for by the 
decline in passenger automobile production during the year. The combined 
revenue from the tax on automobiles and tires and tubes in the year was $84 
million. This was $22 million less than in the previous year. 


The item showing the largest increase in revenue over the previous year 
was the tax on television sets, radios and tubes, which yielded $22 million or 
$5 million more than in 1953-54. Small increases in revenue were also realized 
from the tax on tobacco products and the tax on wines. 


In addition the 2 per cent tax on sales levied under the Old Age Security 
Act yielded $144 million during 1954-55 compared with $147 million in 1953-54. 
These collections were credited to the Old Age Security Fund. 


Other Taxes 


_ eh principal tax under this heading is the tax on the premium income of 
Insurance companies which produced $15 million in 1954-55 compared with 
$14 million in the previous year. Small amounts of revenue were also received 
from the tax on the export of electrical energy from Canada and the tax on the 
export of furs from the Northwest Territories. 
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(2) Non-Tax REVENUES 


Non-tax revenues for 1954-55 are estimated at $321 million, an increase 
of $2-4 million over the total for 1953-54. The following table presents a com- 
parative summary of revenues under this heading for the past two years: 


TABLE IV 


(In millions of dollars) 
08_ew=*>=n—“=a9“$»$=maveows*$8sao eee oo 


Fiscal Year Ended Increase or 
March 31 Decrease (—) 
Non-Tax Revenues —_— 
1955 
(Estimated) 1954 Amount Per Cent 
Post Office A ee Cn | ae ee 130-1 111-0 19-1 17-2 
Return on INMESEMONES 65. «inca o'hiraa w'omuaiete bi 133-7 151-9 —18-2 12-0 
Premium discount and exchange. ............[.ccceeeceecees 0-8 —0°8 100-0 
Dallinn and eoinsg62s.. 2). 44 20h Bbadins wns 1-5 4-2 —2-7 64-3 
Privileges, licences and permits.............. 13-8 13-3 0-5 3-8 
Precsous irom sales. o-.cicis sd <0:as.taess0avcbs (S56) 5-4 —0-1 1-9 
Services and service fees..............ee0e00% 19-8 17-6 2-2 12-5 
Refunds of previous years’ expenditures...... 13-1 11-3 1-8 15-9 
Minsellianeous tides hock cence bo teihs sasementhe 3-3 2-7 0-6 22-2 
Total non-tax revenues............... 320-6 318-2 2-4 0-8 
Post Office 


Gross Post Office receipts for 1954-55 are expected to amount to $151 
million. After making authorized disbursements from revenue of $21 million 
for salaries and rent allowances at semi-staff and revenue offices, commissions 
at sub-offices, transit charges on Canadian mail forwarded through or delivered 
in foreign countries, etc., net post office receipts credited to budgetary revenues 
are estimated at $130 million. The increase of $21 million in gross receipts 
over the corresponding amount received in 1953-54, due mainly to the increase 
in postal rates, is offset in part by an increase of $2 million in disbursements 
from revenue, chiefly on account of an increase in remuneration paid to revenue 
postmasters and their assistants. 


As costs of operating the Post Office during 1954-55 (excluding the $21 
million charged to revenue) are expected to total $124 million, net revenue will 
exceed net costs by approximately $6 million. However, in making this com- 
parison it is to be noted that the total shown for post office revenues does not 
reflect any payment for the franking privilege covering parliamentary and 
departmental mail or for certain miscellaneous services provided for other 
government departments and agencies, nor does the total shown for operating 
expenses reflect any charges for premises occupied by the Post Office Depart- 
ment or for certain accounting and miscellaneous services provided by other 
departments. 


Return on Investments 

Return on investments is expected to yield $134 million, a decrease of 
$18 million from the total of $152 million received in 1953-54. The largest 
decrease was in the surplus of Canadian Arsenals Limited which for 1954-55 is 
expected to total $6 million compared with $12 million received in 1953-54. 
There was a decrease in profits in the Exchange Fund account of $5 million and 
in the profits received from the Bank of Canada of $3 million. Interest received 
on loans to the Canadian National Railways decreased by $4 million while 
interest received from the Central Mortgage and Housing Corporation increased 


by $2 million. 


54319—63 
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A comparative summary of receipts during 1954-55 and 1953-54 under 
this heading is given in the following table: 


TABLE V 


(In millions of dollars) 
a —S—a—<—mnoncv 


Fiscal Year Ended 


March 31 Increase 
RETURN ON INVESTMENTS or 
1955 1954 Decrease (—) 
(Estimated ) 
Loans to, and investments in, Crown agencies— 
Banleoti Canad acmrcciemte ccs ea lon serie eres cool ales atereie Stale ielsin's 41-5 44-1 —2-6 
JOy cel ov nivgey tatel ERO O in sees OF co Guan Oe Amo os coNcGoOUOEC 10-9 16:3 —5-4 
Central Mortgage and Housing Corporation............. 16-4 14-3 2-1 
Ganadian Arsenale imited). 22.5 oe. swe sie ciscies 0230 vee e © 5-5 11-9 —6-4 
@Wanadian ational Rall wavs acc 00 es deileisicincisi eislelarsiele 4-1 7:7 —3-6 
National Hanbours Board's itis. cc. onde ciareiteccls<isi0 sie 4-2 4-5 —0°3 
Polymer Corporabion Limited s).. .. 2.4.0 acnnes ssane sae 3-1 3:2 —0:1 
@Elor Crownlaroncles. «ciara sires cir tel soles e\cfostele (ere be 1:8 1-5 0-3 
87-6 103-5 —16-0 
Other loans and investments— 
Winited: Kanedomi. vase n «artic «coco neboaere nscale: o ols) ee 22-8 23-1 —0-3 
Other nationaligovernmMents.ch icc cco poise teu aisle storeys 12-0 12-5 —0-5 
Provincial and municipal governments...............++- 1-2 1:2. .|ashtentensl oteretes 

Soldier and general land settlement loans and Veterans 
Band AGhrad VanCescereactactes «cicre oastts athe eoeceiars ia eselsrene 4-8 4-6 0-2 
Securitiesanvestiment accountant ae clearence siete 0-2 3-1 —2-9 

Sinking fund and other investments held for retirement 
Of aburedsdebt..-r.a5 srieie wire oremae eros acs si ssnree sic 4-1 2-4 1:7 
Other loans/and Investments ic ric ciee ciel crs eeross siiee siec 1-1 1:5 —0-4 
46-2 48-4 —2-2 
133-7 151-9 —18-2 


Premium Discount and Exchange 


Accounting adjustments with respect to premium, discount and exchange in 
the year under review are expected to result in a net expenditure of $1 million 
compared with a net revenue of $0-8 million in 1953-54. This is due mainly 
to exchange deficiencies resulting from the revaluation of the government’s 
holdings of its own securities payable in United States dollars. 
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(3) Specran Recerers AND CREDITS 


Special receipts and credits are estimated at $34 million for the fiscal year 
1954-55. This is a decrease of $41 million from the total of $75 million received 
in the previous year. A comparative summary of the sources of special receipts 
and other credits for the last two years is presented in the following table: 


TABLE VI 
(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
Sreciat Receipts anD CREDITS or 
1955 Decrease (—) 
(Estimated) 1954 

Transfer to revenue of provincial 5 per cent corporation 
income tax suspense account pursuant to the 1952 tax 

WGI UdL ARTOOREDDES .- 65.6.5! Acc Wes PURE Aad sate ot eae elie can eee 46-8 —46-8 

Proceeds from the sale of Crown assets................0000- 29-2 22-4 6-8 
Transfer to revenue of royalties and license fees (Department 

Gi Dalene FROduetION):..\. «ze. sdee » dss oepeten on ore > eeaas TO)" \ eeutecte Senora areas 1-0 
Payment received from the Government of the Union of 
Soviet Socialist l.epublics in settlement of equipment 
and material delivered under mutual aid after Sept- 

A OE op POA cra aw nie ccs. cot «v1 6.slanere dierd pied Abemae ae rel ae eRe tte Oe emia se 2:8 —2-8 

Miscellaneous special receipts... . i. case. .es0 dace seccees cwecs 3:5 2-5 1-0 

33-7 74-5 —40-8 


It will be noted from the table that the transfer to revenue in 1953-54 of 
the balance of provincial corporation income taxes transferred to the Receiver 
General pursuant to the 1952 tax rental agreements more than accounts for the 
decrease in receipts in 1954-55. 

A total of $29 million was received during the fiscal year from the sale of 
Crown assets. Of this amount $7 million was received from the Crown Assets 
Disposal Corporation representing the amount realized from the disposal of 
surplus Crown assets; $16 million represented receipts from sales of Crown lands, 
buildings and equipment under agreements of sale; $1 million was received from 
the sale of Government telegraph and telephone facilities in British Columbia; 
and $5 million was received from the Central Mortgage and Housing Corporation 
representing the proceeds from the sale of wartime housing properties including 
depreciation provisions set aside in previous years by the corporation on proper- 
ties that have now been sold. 

An amount of $1 million was transferred from Defence Production suspense 
account to revenue. This amount represented royalties and license fees on the 
use of patents in connection with war production. 


(4) Comparison or Actual REVENUE wiTH BupaeT Forecast 


Total budgetary revenues for 1954-55, excluding revenue from the old age 
security taxes, as now estimated were $357 million less than the forecast made 
in the budget speech of April 6, 1954. This represents a shortfall of about 8 
per cent. Revenue from all sources except the tax on non-residents, succession 
duties and miscellaneous taxes were less than expected and revenues from these 
three sources exceeded expectations by only small amounts. This failure of 
revenues to come up to the amounts forecast reflects the fact that the general 
level of economic activity and production throughout the year was somewhat 
less than the level which formed the basis for the budget forecast. 
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The following table shows the extent to which actual revenues for 1954-55 
as now estimated, differ from the budget forecast: 


TABLE VII 


CoMPARISON oF Bupaet Forecast with AcTUAL REVENUES FOR 
Fiscat YEAR EnpEep Marcu 31, 1955 


(In millions of dollars) 


Increase or 


Budget Actual Decrease(—) 
Source of Revenues Forecast of Revenues compared 

Revenues (Estimated) | with Budget 
Forecast 
Personalcincome taxi assed racic sts @ eiere wratuconiatie eras Re beoe 1, 235-0 1,176-0 —59-0 
INoneresident: 1uCOnle taxes asain cece sviece stsireicimectcsiae 55-0 61-0 6-0 
(COLpOLAvlONsiNCOMOsbAXeeiise tei ere stare cae ovoe aleve ela ever ats ctorevens. 1,200-0 1,008-0 —192-0 
Succession Uvlos tan mec crcc ob ettaae ie oe ania ea temas 40-0 42-0 2-0 
Customs AM port dubiesss mero tae eons cai nideeoee eee 415-0 393-0 —22-0 
Sallesstax, (N6t) es wciercava ste cya ne eos ae Siete siete ee eter atatelone 607-0 576-0 —31-0 
Otheriexciseduticsvand tAXOS sere mre eo 1 clea merrier steppes 507-0 481-3 —25-7 
Muscellancousitaxesir ac cc.ce soe esis caret aohenie materia nat eer ayaa 15-0 15-5 0:5 
a Totalicaxcrevcnuescereeettene ace ce ar occ 4,074:0 3, 752-8 —321-2 
INonztaxereVenucsaitenc coisa ioe oe ara iretitcie em neem 340-0 320-6 —19-4 
Special recemptsrandacreaits. tiesto aeetarie cise see ce cate oe 50-0 33-7 —16-3 
Mobalibude Stary. TOV.CNUCS ieee stele ise ele tieiclaere 4,464-0 4,107-1 —356-9 


The revenue from the personal income tax was $59 million or about 5 per 
cent less than the budget forecast. About $3 million of this deficiency is due 
to the increased credit now allowed for the Quebec personal income tax but 
most of the shortfall occurred because the total of personal incomes did: not 
rise as much as had been expected. 


Revenue from the tax on income going to non-residents exceeded expecta- 
tions because of a sharp increase in the dividend payments going from companies 
in Canada to persons abroad. 


Corporation income tax revenue was approximately $192 million less than 
the budget forecast which was based on the assumption that 1954 corporate 
profits would be slightly better than in 1953. Preliminary estimates are that 
1954 profits were nearly 7 per cent below those for 1953. 


Revenue from customs duties, sales tax and other excise taxes and duties 
fell from 5 to 6 per cent below the budget forecast. The deficiency in the sales 
and other excise tax revenue occurred in part because of the unexpected drop 
in automobile production during the year. 


The shortfall of $19 million in non-tax revenues from the budget forecast 
is attributable largely to return on investments being lower than anticipated. 


Special receipts and credits are extremely difficult to estimate and the total 
of $34 million fell short of the budget forecast by $16 million. 
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B. EXPENDITURES 


The table which follows presents a comparative summary of estimated 
expenditures by departments and principal purposes for the fiscal year 1954-55, 
with actual expenditures for the preceding year: 


TABLE VIII 


STaTEMENT oF BupGETARY EXPENDITURES BY DEPARTMENTS AND Masor CLASSIFICATIONS 
(In millions of dollars) 


Fiscal Year Ended March 31 
Increase or 


(stinected) 1954 Decrease (—) 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


National Defence SP dope: CCM 1,677-3 39-4 | 1,805-9 41-5 —128-6 7-1 
Doetance Produces os .cdkeis « Hoke ds 19-6 0-5 47-9 1-1 —28-3 59-1 
1,696-9 89-9 1,853°8 42°6 —156-9 8-2 
Public debt charges— 

Interest on public debt............. 478-2 11-2 476-0 10-9 2-2 0-5 
Other debt charges................ 24-5 0-6 19-7 0-5 4-8 24-4 
502-7 11-8 498 °7 11-4 7-0 1+4 

Provincial subsidies and tax rental pay- 

ments (including transitional grant to 

[ Aenayrerva d (72 8 ae a ee eee oan 358-5 8-4 341-0 7-8 17-5 5el 
Government contributions with respect 

to the superannuation account....... 37-4 0-9 54-5 1:3 —17-1 31-4 
Provision for reserve for possible losses 

on ultimate realization of active 

See: ee ee Sere Pee 50-0 1-2 —50-0 100-0 
Prats allowances) <2./<256 bs Jao oS Sadek 366-5 8-6 350-1 8-0 16-4 4-7 
Unemployment Insurance Act—Admin- 

istration and Government’s contri- 

Beate MEE AMP. doe dk te ameiaes 2 60-2 1-4 57-9 1:3 2°3 4-0 
PUNT ORT gc EEE pam cpesane Chins oleae cate 83-3 2-0 108-4 2-5 —25-1 23°2 
AeTtLe POPE e ss snot ce 6 sou dis ened eae» 15-0 0-4 12-7 0-3 2°3 18-1 
Canadian Broadcasting Corporation.... 30-3 0-7 25-0 0-6 53 21-2 
Citizenship and Immigration........... 28-1 0-7 25-5 0-6 2-6 10-2 
ROTI HS FTITA Gs Aco cxsieloe bese vielerst..<b a 44-1 1-0 45-7 1-1 —1-6 3-5 
ORNNANEENS Ne chee nc Gare I sa 9 gene 33-5 0-8 30-2 0-7 3-3 10-6 
Mines and Technical Surveys........... 42-5 1-0 38-5 0-9 4-0 10-4 
National Health and Welfare........... 86-6 2-0 80-4 1-8 6-2 7-7 
National Research Council............. 15-7 0-4 15-4 0-4 0-3 1-9 
Dationnal (Revenues, «20. hiss 5 ste dowdy. se ott 55-2 1:3 49-9 1-1 5-3 10-6 
Northern Affairs and National Re- 

nate ey ICAI Ere tees 20-4 0-5 19-1 0-4 1-3 6-8 
easel SereO Os Uh. obits oo Lida seeokela> ce Site 124-5 2-9 113-6 2-6 10-9 9-6 
a AE a ee eres a 138-0 3-3 115-0 2:6 23-0 20-0 
Royal Canadian Mounted Police........ 36-0 0-8 33-9 0-8 2-1 6-2 
Trade and Commerce. ... asic. se ceseede 17-7 0-4 16-5 0-4 1-2 7:3 
I do tins nivin ohes cudeye © > cares See 158-8 3-7 118-0 2-7 40-8 84-6 
WRERrate AITetTS et. ook satin p tees 242-2 5-7 238-7 5-5 3-5 1-5 
Gbhew idenarbmoantés . isis oc ods Soe ous ole 61-3 1-4 61-0 1-4 0-3 0-5 

CATATLEGLAL, ian dentin talus 4,255-4 100-0 | 4,350-5 100-0 —95-1 2-2 


National Defence and Defence Production 

Defence expenditures, comprising the expenditures of the Department of 
National Defence and the Department of Defence Production, constituted 
40 per cent of all government expenditures in 1954-55 and were consequently the 
largest category of government expenditure. Expenditures of the Department 
of National Defence were $1,677 million, a decrease of $129 million from the 
previous year, while those of the Department of Defence Production were 
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$20 million, a decrease of $28 million. The combined expenditures of $1,697 
million for these two departments in 1954-55 were $157 million less than the 
total of $1,854 million for 1953-54. 

A comparative summary of expenditures for the two departments for the 
last two fiscal years is presented in the table which follows: 


TABLE IX 
(In millions of dollars) 


Fiscal Year Ended March 31 
NATIONAL DEFENCE AND —_________—_—_——— Increase or 


DEFENCE PRODUCTION 1955 1954 Decrease (—) 
(Estimated) 


Department of National Defence— 


ATTY: BELVACOD seeicteen cinch th eee testes oie cieusterel cre sieceter ere tereole 882-5 401-3 —18-8 
INAV ELISOT Val COS erate tadeteue «cess carers sue im aya tererelela a wemete aatalayerers 284-1 266-3 17-8 
EAST" BOTS COR stare oe se cis oie avo esus tein wr ctensis pela) fevelalc fats wr anel ataratay eters 645-0 740-7 —95-7 
1,811-6 1,408+3 —96-7 
' Defence research and development.................. aN 44-4 40:8 3°6 
’ Government’s contribution to the permanent services 
EUSTON AC COUN Ua cranes derctiie arereraitia Risislavare el sia tetas 36-7 35-2 1-5 
Muccal aidsto NAM Olcountrios sap cere beri ernareere 257-4 289-7 —32-3 
Contributions towards military costs of NATO......... 6-8 10:5 —3-7 
ANobaaphe ster ne chloro snsKe Wieretelaee le anaes Og aan Omar! aaa: ames 20-4 21-4 —1-0 
‘ 1,677-3 1, 805-9 —128-6 


Department of Defence Production— 
Capitalliasstst ance trerpeiain «tc caste eieye see teres enetorive ee ee et ions 10: 


0-1 . 
A dinihistravionanc eeneral beset tetas ae eee 9-5 10-1 — 0:6 
19-6 47-9 —28-3 
1,696-9 1,853-8 —156-9 


While expenditures for naval service showed an increase of $18 million, 
expenditures for army and air services were below the 1953-54 level by $19 mil- 
lion and $96 million respectively, with the result that total expenditures for the 
three services were $97 million less than in the previous year. Expenditures on 
defence research and development were $44 million, or $4 million more than 
in 1953-54. 

The Government makes a contribution to the permanent services pension 
account of an amount equal to 1% times the contributions by permanent ser- 
vices personnel. During 1954-55 this contribution amounted to $37 million, or 
$2 million more than the amount of $35 million contributed in 1953-54. Of the 
1954-55 expenditures $34 million related to current contributions and $3 mil- 
lion to contributions for arrears. The corresponding amounts in 1953-54 were 
$30 million and $5 million respectively. 

Expenditures under the Mutual Aid programme, which are authorized 
under Section 3 of the Defence Appropriation Act, 1950, were $257 million in 
1954-55, a decrease of $32 million from 1953-54. Under the provisions of this 
section of the Act, defence equipment and supplies are transferred from Canadian 
stocks to other parties to the North Atlantic Treaty. The value of equipment 
and supplies acquired by the services prior to March 31, 1950, and transferred 
as Mutual Aid, is charged to this appropriation and credited to a special defence 
equipment replacement account. The equipment is valued on the basis of its 
estimated replacement value. In accordance with the provisions of Vote 239 
of the Appropriation Act, No. 4, 1954, where equipment and supplies acquired 
for the services since March 31, 1950, are transferred as Mutual Aid, the esti- 
mated replacement value is credited to the appropriate service allotment instead 
of being paid into the replacement account, and may be expended during the 
current fiscal year for the purposes of the Canadian forces. The expenditure of 
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$257 million from the replacement account in 1954-55 consists of approximately 
$46 million for equipment and supplies transferred from Canadian stocks to 
North Atlantic Treaty countries and $211 million for direct cash outlays for 
Mutual Aid by the Government of Canada, representing costs incurred in 
acquiring and supplying new military equipment to parties to the North Atlantic 
Treaty and in training in Canada aircrews from allied countries. In 1953-54, 
stock transfers totalled $68 million and direct aid, $222 million. 

Contributions are also made from National Defence appropriations to- 
wards the military costs of NATO, on account of Canada’s share of the NATO 
military budgets and infrastructure costs. The percentage share borne by 
each nation is established in the North Atlantic Council and is subject to ratifi- 
cation by the respective member governments. Expenditures for 1954-55 for 
this purpose are estimated at $7 million, compared with payments of $10-5 
million during 1953-54. 

As the capital assistance programme, which reached its peak in 1952-538, 
drew closer to completion, expenditures for the Department of Defence Produc- 
tion decreased in 1954-55; the total of $20 million for the year represented a 
decrease of $28 million from the amount of $48 million spent in 1953-54. Capi- 
tal assistance to private contractors, Crown plants operated on a management 
fee basis, and Crown corporations undertaking contracts essential to the defence 
programme, totalled $10 million in 1954-55, compared with $388 million for the 
preceding year. Administration and general expenditures, at $10 million, 
decreased slightly from the total for 1953-54. 

In addition to its budgetary expenditures the Department of Defence 
Production made cash outlays from the defence production revolving fund for 
the procurement of materials to be billed to the Department of National Defence 
or sold to defence contractors for use in the manufacture of defence equipment. 
It is estimated that the net asset holdings of the fund decreased by $5 million 
in 1954-55, as compared with a decrease of $22 million in 1953-54. 

The replacement of equipment and supplies acquired by the Department 
of National Defence prior to March 31, 1950, and subsequently transferred to 
parties to the North Atlantic Treaty, also involved cash outlays that were not 
reflected as budgetary expenditures. The cost of such replacement is charged 
to the defence equipment replacement account, which is credited with the 
estimated value of the defence equipment and supplies when these are trans- 
ferred from Canadian stocks to NATO countries. Transfers to this account 
during 1954-55 were $47 million, and $79 million was disbursed for the pur- 
chase of replacement equipment and supplies. The balance of the account at 
March 31, 1954, was $306 million, and as a result of the year’s operations there 
was a net disbursement of $32 million from the account bringing the balance to 
$274 million as of March 31, 1955. 

In addition, credits were made to the replacement of materiel account 
in the amount of $3-8 million and disbursements from the account totalled 
$20 million. This account was established under the authority of section 11 
of the National Defence Act to record the sale of materiel not immediately 
required for the use of the Canadian forces or the Defence Research Board to 
such countries and upon such terms as the Governor in Council may determine. 
The proceeds of the sale are credited to this account to be used for the procure- 
ment of replacement materiel. 

By consolidating the net cash outlays from the defence equipment replace- 
ment account, the replacement of materiel account and the defence production 
revolving fund, with the net cash budgetary expenditures of the Departments of 
National Defence and Defence Production, the net effect of the defence programme 
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upon the Canadian economy can be seen. In 1954-55 cash outlays for defence 
amounted to $1,740 million a decrease of $58 million from the corresponding 
total in 1953-54. 

A summary of cash disbursements for defence for the last two fiscal years is 
presented in the following table: 


TABLE X 


(In millions of dollars) 


Fiscal Year Ended March 31 
| Increase or 
CasH OUTLAYS ror DEFENCE 1955 1954 Decrease (—) 
(Estimated) 


Budgetary expenditures— 


Department of National Defence... 0.555... .ucccsc cee 1, 677-3 1,805-9 —128-6 
Department of Defence Production..............e0s000+ 19-6 47-9 —28-3 
1, 696-9 1, 853-8 —156-9 


Less: value of military equipment and supplies transferred 
from existing Canadian stocks to NATO countries (in- 


cluded in budgetary expenditures).........ccc.ccceeeees 46-5 67-8 21-3 
1, 650-4 1, 786-0 —135-6 
Disbursements from— 

Defence equipment replacement account..............0. 78:7 32-9 45-8 

Replacement of materiel account (sec. 11, National 
IDEGlENCERPAGT) NOL eee nse ace es ete tee 16-2 0-8 15-4 
Defence production revolving fund (net)................ —5-2 —21-9 16-7 
89-7 11-8 77-9 
Net cash outlay for defence................005- 1,740-1 1,797-8 —57-7 


PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES 
MILLIONS OF DOLLARS FISCAL YEARS ENDED MARCH 3! 
2000 DEFENCE 


MILLIONS OF DOLLARS 
PUBLIC DEBT CHARGES 


800 


400 


0 ; j : ne 
aa: 2 t 25 3 me 55“ 1948 «49 50 51 52 53 54 55? 
800 
VETERANS AFFAIRS SUBSIDIES & TAX RENTAL PAYMENTS TO PROVINCES 
400}- 
0 
1948 49 50 51 52 55% . 
* ESTIMATED 53 Se : 1948 949 50 51 s2 53 54 55> 


Note: The lightly shaded area in the chart for Health, Welfare and Social Security represents 
pension payments out of the old age security fund. 
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Public Debt Charges 


Public debt charges in 1954-55 are estimated at $503 million or 12 per cent 
of aggregate budgetary expenditures, an increase of $7 million compared with 
a total of $496 million or 11 per cent for the previous year. In 1954-55, as in 
1953-54, public debt charges comprise the second largest item of Government 
expense. 


Interest on public debt amounted to $478 million, or $2 million more than 
the total spent in the previous year. A decrease of $6 million in interest on 
unmatured debt was more than offset by an increase of $8 million in interest 
on insurance, pension and guaranty accounts. 


Interest on unmatured debt payable in Canada, London and New York 
amounted to $406 million compared with $412 million in 1953-54. The decrease 
of $6 million is due in part to a decrease of approximately $88 million in un- 
matured debt payable in Canada and in part to lower rates of interest on new 
and renewal issues. Interest payable in London and New York reflect only 
minor changes due to slight changes in rates of exchange. 

Interest on deposit and trust accounts decreased by $0-1 million while 
interest on insurance, pension and guaranty accounts at $69 million increased 
by $8 million over the total of $61 million in 1953-54. Of this increase, $6 
million relates to the superannuation account; $2 million to the Government 
annuities account and $2 million is in respect of the permanent services pension 
account; but these are partially offset by a decrease of $2 million in respect 
of the civil service insurance fund, on which the crediting of interest was dis- 
continued at the close of 1953-54. 


Other public debt charges in 1954-55 are estimated at $25 million compared 
with $20 million inthe previous year. The increase of $5 million is attributable 
largely to higher annual amortization charges for discounts and commissions 
on previous bond issues. . 


The following table presents a comparative summary of public debt charges 
for 1954-55 and for the previous er: . 


TABLE XI 


(In millions of dollars) 
SS ——e——____ Ee 


Fiscal Year Ended March 31 
INTEREST AND OTHER Pusiic Destr —___________——__| Increase or 
CHARGES 1955 1954 Decrease (—) 
(Estimated) 


eee 


Interest on public debt— ; 
Funded debt and treasury bills— 


Payable in Canada........+.+0+eereeeeereceereeeees 394-8 400-3 —5:5 

Payable in mn Pa oe Peer ere ee ies HT 

Payable in New York.......--+--+e+seeeereersseees a eh ae ar 

Deposit and trust accounts...-..-+++s+sseerseeeeees 3-0 8-1 Rat 

Insurance, pension and guaranty accounts.....-.++-. 8: ry , 7-9 

Total interest on public debt......---++++eeeeee 478-2 476-0 9.2 

Annual amortization of bond discounts and commissions. .. . 22-5 se - 

Servicing of public debt..........-0csseeeeerererereeenneees ie b-6 _93 
Cost of issuing new loanS.......-.++++sseeerrereeesetteteees . 

502-7 495-7 7-0 


Total public debt charges......--+++++++++eeees 
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Subsidies and Tax Rental Payments to Provinces 

Payments to the provinces during 1954-55 for statutory subsidies, rentals 
under the tax rental agreements, the transitional grant to Newfoundland, 
and the transfer of a portion of income tax receipts from certain public utility 
companies were $358 million compared with $341 million in 1953-54. 

A comparative summary of the payments for the two years is given in the 
following table: 


TABLE XII 


(In millions of dollars) 


Fiscal Year Ended March 31 


Increase or 
SUBSIDIES AND Tax RENTAL PAYMENTS TO PROVINCES 


1955 Decrease (—) 
(Estimated) 1954 

Rentals under tax rental agreements, c. 49, Statutes of 1952.. 327-4 809-2 18-2 

Statutory Subsidlestses eee ees We eet cs ene cee eminent teens 20-4 20-1 0:3 

Transitional grant to Newfoundland.................ceee00- 3-9 4-8 —0:-9 
Transfer of certain public utility tax receipts— 

OCs. (a C08 a SUA UU UGSLO ll Oe pebeee recuse wiclate):.scstraiciele oretercne line aie exceR ee 6-8 —6°8 

Seen63e349, Statutestol 1952tritas..... AS. SEAS, ook G8" ILLS. cel eae. Ae 6-8 

358-5 341-0 17-5 


The payments under the tax rental agreements in 1954-55 were $18 million 
greater than in the previous year reflecting the increases in provincial populations 
and gross national product per capita in 1953 over the base year 1948. 

Statutory subsidies in 1954-55 were $0-3 million greater than in 1953-54 
because of the upward adjustment of the subsidies to the three prairie provinces 
based on the estimated increases in their population at the mid-point between 
the quinquennial census of 1951 and 1956. 

The amount of public utility tax receipts transferred to the provinces in 
1954-55 is expected to be the same as in the previous year. Section 7 of the 
Dominion-Provincial Tax Rental Agreements Act, 1947, and section 6 of the 
Tax Rental Agreements Act, 1952 authorize the payment to the provinces, 
whether participating in the agreements or not, of a portion of the income tax 
collected from corporations whose main business was the distribution to, or the 
generation for distribution to, the public of electrical energy, gas or steam. 
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_A summary of payments, by provinces, during 1954-55 is given in the fol- 
lowing table: 


TABLE XIII 
(In millions of dollars) 


Fiscal Year Ended March 31, 1955 


Sussipies AND Tax RENTAL PAYMENTS Rentals 
To PROVINCES Statutory | under 1952 | Transitional 
Subsidies | Tax Rental Grant Total 
Agreements 

A NPS EOIN Sao bras ices sui tama > sae sepa eu 1-6 12-5 3-9 18-0 
MC IANO Re Bagg haa) rein pclae enamine 2-1 Oe SA NB eee ee 22-6 
rarer War WALES Seta ae we oe ccs Cok eee ee ee 0-7 ae ead arrears eqns ins 4-6 
DN nyt) eee ee a bay Foie | Gee oe oe me 18-7 
QUebeC...... eee ee eee cece ener cree ee ee eee eeees ee pee ie ee eee Soe ee 3°3 
OMtarid. .... 2... cece eee e eee e en eee nee eeeeeeees 3-6 EU A Beemer eee 146-4 
Clon oy hi a ere eer 1-8 ACCOM gh vapeteiatesaest ne eng 28-0 
ET ee Se fa reer nee 2-1 a ge nen ae ee ere & 28-7 
{00° So BS eS Ferrite: Fence 2-2 eS eee eee 34-0 
(pos A 6-7 a ee ere Nee 1:3 AGL © Vaan eeepa ero 47-4 
20-4 327-4 3-9 351-7 

Transfer of certain public utility tax receipts—Sec. 
6, Chap. 49, Statutes of 1952. ........... cee elec eee cece ele rece cece eect eleneeerc erences 6-8 


. 0 eee ET ee eee eee ee ee on ae all 


Government contribution with respect to the Superannuation Account 


The Government’s contribution to the superannuation account was $37 
million in 1954-55 or $17 million less than its contribution in 1953-54. Approxi- 
mately one-half of this sum was required to match amounts transferred from 
the retirement fund in respect of contributors coming under the new Act. The 
balance is the Government’s matching contributions in respect of current and 
prior service contributions of individuals. Of the $54 million contributed in 
the previous year, $38 million was in respect of the additional liability created 
by the general salary increases to civil servants effective December 1, 1953, and 
$16 million representing the Government’s contribution of an amount equal to 


the current and prior service payments of individuals. 


Provision for Reserve for Possible Losses on 
Ultimate Realization of Active Assets 


No charge to expenditures was included in the Government’s accounts 
during 1954-55 for an addition to the general reserve for possible losses on the 
ultimate realization of active assets. In 1953-54, $50 million was added to the 
reserve and charged to expenditures. The balance of the reserve at March 
31, 1955 was $496 million which is equivalent to 7 per cent of the aggregate 


active assets. 


Family Allowances 

Family allowances are payable in respect of all children under sixteen 
resident in Canada, with minor exceptions such as in the case of children of 
immigrants who must reside in Canada a year before an allowance is payable. 
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The monthly allowance is $5 if the child is less than six; $6 in the age group 6 
to 9; $7 in the age group 10 to 12; and $8 in the age group 138 to 15. There is 
no limit to the number of children in a family that may be eligible. 

Payments for family allowances are estimated at $366 million for 1954-55 
representing 9 per cent of total expenditures compared with $350 million or 
8 per cent in the previous year. The increase of $16 million reflects the increase 
in the number of children in the eligible age groups. 

The following table presents a comparative summary of family allowance 
payments by provinces for the last two fiscal years: 


TABLE XIV 


(In millions of dollars) 


Fiscal Year Ended 


March 31 
Famity ALLOWANCE PAYMENTS —_ Increase 
1955 1954 
(Estimated) 

iINewlorndlan dan eet hare chie Sema ee oe. See a ante cc ee 12-0 11-5 0-5 
INOVS nS CO ULES Stare myo tan Pierre york eae ete ie Ul otto 17-1 16-7 0-4 
Prince hdwardeclslanderecternn. on saat ait nincerat ene oe 2-6 DAO ||. ste tetoreyce eter 
INiOya3 BUDS WiC hotins iob eee ta ae eer nies arasele ells coe 15-0 14-7 0-3 
Qwebecia ce Mee ses tice CeCe DRCNet eee mene Perera 116-1 111-4 4-7 
Onvarior es Merc hentrcce aera ence erin cts Her Nee ee Be ee 110-5 104-4 6-1 
IV aTaT@ OAC nee ener ote ins seers ae caine Mer ee oe Ee 18-8 18-0 0-8 
SASK AHChe Wallen atte on tide Lecter cements eee eee ene 20-9 20-2 0-7 
BAST No Goa en ae enecrarore ferro nevat neh tore ice erie Rw cl WE Nee aac ae 25-4 24-0 1-4 
BTSs te OLMIS ere sateen oP eee ees Sew ere 27-4 25-9 1-5 
North westand Yukon) Perritoriess..., 00sec ee. cae ae ee 0-7 (Uc Cua Pearce artes Goats 

366-5 350-1 16-4 


Unemployment Insurance Act Administration and Government’s Contribution 


Expenditures relating to the Unemployment Insurance Act (excluding the 
Government’s payment as an employer) are estimated at $60 million for 1954-55, 
an increase of $2 million over the total of $58 million spent in 1953-54. 

Unemployment insurance benefit payments are not charged directly to 
budgetary expenditures. The Unemployment Insurance Fund, from which 
such benefits are paid, is financed by contributions from employers and em- 
ployees, by interest earned on investments, and by the government’s contribution 
of an amount equal to one-fifth of combined employer-employee payments. 

The Government’s contribution to the fund for 1954-55 is estimated at 
$32 million, about the same amount as contributed in the previous year. Ad- 
ministration costs are estimated at $28 million, or $2 million more than the 
total of $26 million for 1953-54. 


Agriculture 


Expenditures of the Department of Agriculture are estimated at $83 million 
for 1954-55, a decrease of $25 million from the previous year. Operating losses 
of the agricultural prices support board decreased by $35 million, and rehabilita- 
tion and reclamation project expenditures, at $13 million, are $2 million less than 
in the previous year. However, these decreases are offset in part by increases 
of $5 million in marketing service $2 million in freight assistance on western 
feed grains, $1 million in experimental farms, and $4 million in other services. 
The increase in marketing services is due in large part to payments of $5 million 
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in 1954-55 under the Agricultural Products Co-Operative Marketing Act, 
c.5, R.S. 1952, the purpose of which is to assist and encourage the co-operative 
marketing of agricultural products by primary producers. 


The following table presents a comparative summary of the expenditures 
of the department for the last two years: 


TABLE XV 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
AGRICULTURE or 
1955 Decrease(—) 
(Estimated) 1954 

Operating losses of the agricultural prices support board.... 32 37-8 —34-6 
Freight assistance on western feed grainS............+eeee0e: 19-0 17-0 2-0 
Rehabilitation and reclamation projects. ..........-....+++. 13-1 14-8 —1-7 
Premium on hog carcasses including administrative costs..... 5-0 4-7 0-3 
PARP TEE DUAL AA TTT BEL VICS 5. <1" scl nial le aos ceo See onelraG 9-9 8-6 1-3 
Pa ACRRNSON EAN ERIC hn oa sc ai: se aus gs. 6 aye © 5 i0/'8,0 Shela aleerorers 9-4 9-0 0-4 
POU UCHIOU BOLVAECG as ooo -s eons k cain! s.c:slg ete araie efeiers an aie sale ete 10-3 9-6 0-7 
MGieiro hit Spree. 6 ATE. toi ttn t parssiat Ob). Sie « epee nee 9-5 4.2 5-3 
PUTER THIGET SIGH AAC PONELBL oe hn sala, 4 2.<lne > 0:05, 0.950 wae Selah 3-9 2-7 1-2 

83-3 108-4 —25-1 


Atomic Energy Control Board and Atomic Energy of Canada Limited 


Expenditures of the Atomic Energy Control Board and payments to Atomic 
Energy of Canada Limited are estimated at $15-4 million for 1954-55 compared 
with $12-7 million in 1953-54, an increase of $2-7 million. 

Administration expenses of the Atomic Energy Control Board and grants 
for researches and investigations with respect to atomic energy were $0-3 million 
for the past two fiscal years. 

Expenditures of Atomic Energy of Canada Limited under its research 
programmes are estimated at $15-1 million compared with $12-4 million in 
1953-54. 

In addition, $15 million was advanced to Atomic Energy of Canada Limited 
during the fiscal year to finance the construction of the new reactor and other 
buildings and works at Chalk River and Deep River. The Government’s 
investment in the company was increased further by a net amount of $1-4 
million reflecting a write-up of $2-8 million on the books of the Government 
and the company in respect of the value of housing accommodation at Deep 
River previously written off to research less a write-off of $1-4 million on account 
of an adjustment in the proportion of the costs of the new reactor chargeable 
to the company’s research programme. This brings the total of loans to the 
company to $32-4 million to be covered by the issue of obligations or shares of 
the company. 


Canadian Broadcasting Corporation 


Payments by the Government of Canada to the Canadian Broadcasting 
Corporation were $30 million in 1954-55 compared with $25 million in 1953-54, 
an increase of $5 million. Payments to the corporation of an amount equivalent 
to the collections of the 15 per cent special tax imposed on radio and television 
sets and tubes are estimated at $22 million in 1954-55 compared with $17 million 
in the previous year. For the current fiscal year $17 million is in respect of 
television and $5 million in respect of radio. In 1953-54, payments were $12 
million and $5 million respectively. 
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The following table presents a comparative summary of expenditures for 
1954-55 and the previous year: 


TABLE XVI 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
PAYMENTS TO CANADIAN BROADCASTING CORPORATION or 
1955 1954 Decrease(—) 
(Estimated) 

Soundhorcad casting! servicOammintes etic e cec deb eite oSse se inletnereeie 6-2 6-2 
International shortwave broadcasting service.............+. 2-3 2-0 0-3 
Payments to the corporation of amount equal to tax collected 

under the Excise Tax Act in respect of radio and tele- 

VASIOn- Sets and tubesi< vs eec cw tee ws Se ca eee eee 21-8 16-8 5-0 

80-3 25-0 5-3 


Citizenship and Immigration 


Expenditures of the Department of Citizenship and Immigration are 
estimated at $28 million for 1954-55, compared with $25 million in the previous 
year. 


The following table presents a comparative summary of the expenditures 
for 1954-55 and 1953-54: 


TABLE XVII 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
CITIZENSHIP AND IMMIGRATION or 
1955 1954 Decrease(—) 
(Estimated) 
PriGianereiaInss 6. tek. oe oa Nene Renae a UNE es 18-0 16-5 1:6 
Citizenship and citizenship registration.............e.eeeeee 0-9 0-7 0-2 
MMT OT ALIO Nene Sa aicte teins acl amubaan Bien eiacee Ak MORE eon 8-4 7-3 1-1 
ACUOUDISLAplOnsan Gee eneral ies sare Se ee ee eee 0-8 1:0 —0-2 
28-1 25-5 2-6 


External Affairs 


Expenditures of the Department of External Affairs were $44 million in 
1954-55, a decrease of $2 million compared with $46 million in the previous 
year. Assistance to other countries directly or through international organi- 
zations was $27 million compared with $32 million in 1953-54. The principal 
item in this category is an amount of $25 million for grants to assist in the econo- 
mic development of countries in South and South-east Asia. A similar amount 
was provided in 1953-54. The decrease of $5 million is attributable mainly 
to the fact that there was no item in 1954-55 comparable to the gift of $5 million 
for wheat in 1953-54 as a contribution towards the relief of famine in Pakistan. 
Expenditure on representation abroad including construction, acquisition or 
improvement of buildings, works, and land, and outlay on new equipment and 
furnishings is estimated at $8 million compared with $6 million for 1953-54. 
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The following table presents a comparative summary of expenditures of 
the Department of External Affairs for the past two years: 
TABLE XVIII 


(In millions of dollars) 


Fiscal Year Ende 


March 31 Increase 
ExTERNAL AFFAIRS or 
1955 Decrease (—) 
(Estimated) 1954 
SARtENCD. GO. GURETEROUBETIOS! <a Sam sos 4 oo tig wae sled ae wns OY its) 31-9 —4-4 
Canada’s assessment for membership in international or| 
commonwealth organizationS...........-..00.00eeeeeees 4-3 3-5 0-8 
Perreearetin RD COOK 227.30 kok e's soe eb ee ea eee 7-5 6-3 1-2 
AMICI TAOn Hs FOUCKAl 5. cp aaeacaaekbeee tt eree ree ere 4-8 4-0 0:8 
44-1 45-7 —1-6 
Finance 


The major items of expenditure during 1954-55 of the Department of 
Finance have been dealt with under the headings “Public Debt Charges’, 
“Subsidies and Tax Rental Payments to Provinces’’, ‘Provision for reserve 
for possible losses on the ultimate realization of active assets” and “Government 
contributions in respect of the Superannuation Account”’. 


In addition, other expenditures of the department for 1954-55 are estimated 
at $33 million compared with $30 million in 1953-54, an increase of $3 million 
of which $1 million is due to the federal contribution to the Government of the 
province of Ontario for assistance in meeting costs resulting from floods arising 
out of hurricane ‘‘Hazel”’. 


The following table presents a comparative summary of these expenditures 
for the past two fiscal years: 


TABLE XIX 


(In millions of dollars) 


De eeEeEeEeEeEeEeEeEeEeseses———___ nnn nl 


Fiscal Year Ended 
March 31 Increase 
FINANCE ae Se -: or “B 
ecrease (— 
(Estimated) 1954 
2 ii S22 eee eee ee ee ree 
Office of the Comptroller of the Treasury—ad ministration 
DTDONBOG 5 h5 ce Gs on on seb oe Pen coe fogs von eee whe Seine 15-0 13-7 1-3 
Grants to universities. ........-....:eee es eeee reer eeerenees 5-4 5-2 0-2 
Grants to municipalities in lieu of taxes on federal property. . 3-3 3-0 0-3 
Government contribution as an employer to the unemploy- 

: ment insurance fund..............22 ee cece eee e reer en eees 1-0 1-1 —0-1 
Premium, discount and exchange........--++-+--++. + gen ena Be Bet sate nes 1-0 
Implementation of guarantees—Ming Sung Industrial Co., i 7 ne 
sini tiaticlittiy rid. wemmtinl,. (i)... UR alban ata 6-3 5-6 0-7 

33°5 30-2 3°3 


Mines and Technical Surveys 

Expenditures of the Department of Mines and Technical Surveys are 
estimated at $43 million for 1954-55 compared with $39 million in 1953-54. 
Of this increase of $4 million, $1 million is attributable to the increased expenses 
in connection with the movement of coal under the Dominion Coal Board and 
$2 million to increased outlays on surveys and mapping services. 


54319—7 
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A comparative summary of expenditures for the last two fiscal years is 
shown in the following table: 
TABLE XX 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
MINES AND TECHNICAL SURVEYS —— — or 
1955 1954 Decrease(—) 
(Estimated) 

Emergency gold mining assistance...........-.0+++-seseeees 15:3 15-2 0-1 
Marminion Com oarderwe se. ceereecei trace etre ns che epeerareerat 11:3 10-3 1-0 
Surveys and mapping including aerial photography.......... 9-4 7-1 2-3 
ny GieGHlorechitol en ooh Sa MAC cinois ius SeeEnaH o amr ooinintate.Sic 2-9 2-6 0-3 
Geological survey of Canada...........2cceseseeesceese eee Ey) 1-9 0-3 
Administration and @enerall.s see eke ss oe heise otleliiele sense 1-4 1-4 

42-5 38-5 4-0 


National Health and Welfare 


Family allowance payments constitute a major item of expenditure of the 
Department of National Health and Welfare and, because of their importance 
in relation to the total government expenditures, have been dealt with under a 
separate heading in preceding paragraphs. Other expenditures of the depart- 
ment are estimated at $86 million for 1954-55, an increase of $6 million compared 
with $80 million in 1953-54. 


The following table presents a comparative summary of these other ex- 
penditures of the department for the last two years: 


: 


TABLE XXI 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 
NATIONAL HEALTH AND WELFARE or 
1955 Decrease(—) 

(Estimated) 1954 
General nealitln oramtsiatecc cc cn Reet etter oe lake a) o cise sues @ eheieiels 31-7 29-2 2-5 
Old age and disabled persons assistance......-.......-0.0005 21-6 20-3 1-3 

Allowances Tovolind Merson cg: vace ci lererom ele eeesicrete ieee ete 2-9 2-9 

Indians and Eskimos health services. .......i#sss3tentiaees 16-0 14-3 1-7 
Other health'services. a+) cats Meek cic crea toeo ee eens 6-2 5-8 0-4 
Cural defence progmanime 5 arrests Wee cei eicitl ocsheeis steve tiniehare ous 3-9 4-0 —0-1 
Adisinistration and weneral..t..asms «.c os « acer af aeie aie shee 4-3 3-9 0-4 
86-6 80-4 6-2 


General health grants to assist the provinces in hospital construction, 
general health services and the control of diseases are estimated at $32 million 
for 1954-55 compared with $29 million in the previous year. 


Under the Old Age Assistance Act, the federal government reimburses 
the provinces by paying 50 per cent of the lesser of $40 monthly or the amount 
of assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group of 65 to 69. (Under the Old Age 
Security Act, all persons 70 years and over who satisfy the residence requirements 
may receive a pension of $40 per month from the federal government out of the 
Old Age Security Fund.) Similarly, under the Blind Persons Act, the federal 
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government reimburses the provinces for allowances paid to eligible blind 
persons in need over the age of 21, but under this Act, the federal reimburse- 
ment is 75 per cent of the total payments. 


Payments by the federal government in respect of old age assistance were 
$21 million in 1954-55 compared with $20 million in 1953-54. Payments on 
account of allowances to blind persons amounting to $3 million for 1954-55 are 
unchanged from the previous year. 


The following table presents an estimated distribution of these payments 
by provinces for the fiscal year 1954-55: 


TABLE XXII 


(In millions of dollars) 


Fiscal Year Ended March 31, 1955 


(Estimated) 
GENERAL HeattH GRANTS AND FEDERAL SHARE OF OLD 
Acs ASSISTANCE AND ALLOWANCES TO BLIND PERSONS Cémaral Cif oe ond Adio Gnced 
health persons to blind 
grants Bas phen persons 
Foon FOTO LITE iene ean pein irene toe eptaene [astm Pr elt at ye 0-9 0-9 0-1 
Weeentcetin chia. Pct. -fU Ss Eh. IE fe... sR Le 1-6 1-1 0-2 
PraneonPrard, (alan ob vs fess «mah « deen oe aces 0:2 0-1 (4) 
WteOE STR S OIC foe. ret ne oe ae ence Meals vinve Tremere renee 1-4 1:3 0-3 
Rrra Pee, Cx, 5 fe 7 is wie sa aes e ont eee eerste om ce oie 10:0 7-4 1-2 
PARE SS ee ee eee errr MAT ie icc. cy aoe ats 8-3 5-1 0-6 
VS Re) oe ee rere rr Pee rs re 1-9 1-2 0-1 
cot pd bapa ea ee Sete Er ES fe Pes 2 2-2 1-1 0-1 
NUE SE Cee cn or. ice koran pac. 2-1 1:3 0-1 
seize ltd Dist; oes ek OA eine Miss aes Pore aa Sita 3-0 2-1 0-2 
Northwest and Yukon Territories......... 0.02000 eevee eee (4) (4) (1) 
31-7 21-6 2-9 


(4) Less than $50,000. 


Expenditures relating to Indian and Eskimo health services are estimated 
at $16 million for 1954-55 compared with $14 million in the previous year. 
Expenditures for other health services at $6 million were slightly greater than 
the total spent in 1953-54. 


Civil defence programme expenditures at $4 million were also practically 
the same as for the previous fiscal year. 


National Research Council 

Expenditures of the National Research Council are estimated at $16 million 
for 1954-55. only slightly higher than in 1953-94. Salaries and other expenses 
at $14 million are $1 million greater than the total of $13 million for 1953-54, 
while the cost of construction or acquisition of buildings, works, land and new 
equipment was $2 million in 1954-55, a decrease of $1 million from the total of 


$3 million in the previous year. 


National Revenue . . 
Expenditures for the Department of National Revenue are estimated at 


$55 million compared with $50 million for 1953-54. Increases of $2 million 
for the customs and excise division and $3 million for the taxation division 


account for the $5 million increase. 
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The following table presents a comparative summary of the expenditures 
for 1954-55 and 1953-54: 


TABLE XXIII 


(In millions of dollars) 
See Eee 


Fiscal Year Ended 
March 31 Increase 


or 
Decrease (—) 


NatTIONAL REVENUE 


1955 
(Estimated) 1954 
CustomscanG excised ivisionlwe ie mnise ss noes rie on elminieiseiets 29-5 27-0 2°5 
Taxa tim C1 VASTOReeerer o:cievanis eink rotate =< sllols. «Chm Sian ce ian ae 25-6 22-8 2-8 
Income taxrappesl board semcetrciie steers = e-aiersitiierstonets r= rare bt 0-1 0-1 
55-2 49-9 5-3 


Northern Affairs and National Resources 


Expenditures in 1954-55 for the Department of Northern Affairs and 
National Resources are estimated at $20 million, an increase of $1 million over 
the total of $19 million in the previous year. Of this net increase, $1 million 
is attributable largely to expenditures for the national parks and historic sites 
services of the National Parks Branch. A small increase in the northern ad- 
ministration and lands branch services is offset by a similar decrease in the 
forestry branch services. 


The following table presents a comparative summary of expenditures for 
the department for the last two years: 


TABLE XXIV 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
NorTHERN AFFAIRS AND NatTIoNAL RESOURCES To or 
1955 1954 Decrease (—) 
(Estimated) 

Nattonallipariks branch. d.censeciie devun secoleisrs «oreo etineislern/etalous 8-5 7-4 1-1 
Engineering and water resources branch.............2.+0+0+: key 1-6 0-1 
Northern administration and lands branch.................- 4-2 3-5 0-7 
Horestriy rails cane ice tera teers) aie tabess secede “sntepverzia lave io ane peeeaas 4-0 4-8 —0:8 
Canadian government itraver DULCANS sci ¢ sc. is aes sieve wlererers 1-5 1:4 0-1 
AG ministration anG enna, cae. cecil ticlercec oe alcrsiav o-sielsuasalerece 0-5 0-4 0-1 

20-4 19-1 1:3 
Post Office 


Gross expenditures of the Post Office Department for 1954-55, including 
payments from revenue, are estimated at $145 million, an increase of $13 million 
over the total of $132 million for 1953-54. Remuneration of postmasters and 
staffs at revenue and semi-staff offices, commissions at sub-offices and certain 
other authorized disbursements, are paid from revenue. These payments, 
included in the total of $145 million, are estimated at $21 million for 1954-55 
compared with $19 million for the previous year. Disbursements charged to 
budgetary expenditures are estimated at $124 million for 1954-55, an increase of 
$11 million over the previous fiscal year. 
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The following table presents a comparative summary of expenditures for 
the department during the past two years: 


TABLE XXV 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 
Post OFrice or 
1955 Decrease (—) 
(Estimated) 1954 \ 
Charged to budgetary expenditure— 

perations—salaries and other expenses of staff post 
offices, district offices and railway mail services and 
supplies, equipment and other items for revenue post 

VEEL. 2S eephamecieee atin. Ralivedipr se Slit 85. 5 oko B cee es Se 3 7 74-6 65-0 9-6 
Transportation—movement of mail by land, air and 

NRGGE Se Gtk Sie Sos oo ih se eas Goto ee re ites 46-1 45-0 1-1 

PARTIAL BOURAQOS oa ca ci cranes aig vig mararaniatteneregee ed numer rare 2:5 2-3 0-2 

ROMINniggration- and Cenetal soy . ss cieccsuk se ce is se ewacies 1-3 Ted © late eee cs 

124-6 113:6 10-9 

Charged to reyenue— 

Operations—salaries of postmasters and staffs at revenue 
and semi-staff offices, commissions paid at sub-offices 

and Obmes disbursements. ......24.. see iee eek eee se 20-5 18-8 1-7 

145-0 132-4 12-6 


Public Works 


Expenditures for the Department of Public Works for 1954-55 are estimated 
to total $138 million compared with $115 million in 1953-54, an increase of $23 
million. 

In 1954-55, expenditures of the architectural branch were $79 million 
or $17 million greater than the total of $62 million for the previous year. Of 
this increase, $14 million is attributable to the acquisition and construction 
of and improvements to public buildings while the operation and maintenance 
of public buildings and grounds accounted for a further increase amounting to 
$3 million. Expenditures of the engineering branch are expected to show a 
decrease of $1 million. 

The Government’s contribution to the provinces in connection with the 
Trans-Canada Highway Act is estimated at $20 million for 1954-55, an increase 
of $7 million compared with $13 million for 1953-54. 

Expenditures under housing legislation are estimated at $3 million for 
1954-55 compared with $2 million for the previous year. The increase of $1 
million is attributable mainly to payments in 1954-55 relating to grants to 
municipalities for slum clearance. 

The following table presents a comparative summary of expenditures for 
the department in the past two years: 


54319-—8 
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TABLE XXVI 
(In millions of dollars) 


a SSE OOO «S——< Ooo ome 


Fiscal Year Ended 


March 31 Increase 
Pusitic WoRKS or 
1955 1954 Decrease (—) 
(Estimated ) 
oe ee et 
Architectural branch— 
Public buildings and grounds— 
Operation and maintenance— 
CV Ehret cette ceases STafaleisie eee are aperciehels araiieilarsieie 13-9 12-7 1-2 
Oblionicentres. so .5 5 eee ee ciel @ Seeelelele nye tiers ele eee 20-9 19-1 1-8 
Acquisition, construction and improvements— 
Publicubuildingss ss: elects ciclo 2)» cielegeete i ysleere lever t ere 43-8 29-7 14-1 
Other expenditures..........:seecceececserscescsseseees 0:7 0-5 0-2 
’ 79°3 62-0 17°38 
Engineering branch— 
Acquisition, construction and improvements of harbour 
PVG Pre hiCa ayy KOle eh ueic cae HO towne e CODE AAU DNCOUD DOO 19-6 21-9 —2-3 
Harbours and rivers—repairs and upkeep...........--.+: 3-1 2-6 0-5 
[Dheulattrs ,oseeo sogo non mupahodon guar cond Op apReGnoCoONDC 4-6 3-9 0-7 
Engineering services and other works generally.......... 5-9 5-9 
83-2 84-3 —1-1 
Contributions to the provinces under the Trans-Canada 
1Etedl on ehe¥ NE Moped aco nodu boos ounndne do sRaesdondassadT 20-0 13-4 6-6 
18 (oiiisnny eanenac dege advan conbr Cbob Ud nOe DOM AO aO ORD CHGODOUCIGE 2-5 1-7 0-8 
Administrative and general expenditure.............-++++e+ 3-0 3-6 —0-6 
138-0 115-0 23-0 


Royal Canadian Mounted Police 


Expenditures for the Royal Canadian Mounted Police are estimated at 
$36 million for 1954-55 compared with the total of $34 million for 1953-54. 
The increase of $2 million is due mainly to an increase in land and air services. 
These amounts represent gross expenditures; payments received from the 
provinces for police services are credited to revenue. 


The following table presents a comparative summary of expenditures for 
1954-55 and 1953-54: 


TABLE XXVII 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 
Royat CanaDIAN Mountep Potice or 
1955 Decrease(—) 
(Estimated) 1954 
Wand. angdiair ServiGess cesar: i.e oes ocisis ote aise wiv ini ene setovercavexers 25-0 23-1 1-9 
Marine services} aden. a. te). <2 SE APs oe ae tattle seid s ois 1:3 1-1 0-2 
GAC quarbers ACMAINISEREHULON scree rte te ce oie islete ereselee rosette ns cueuerarens 7-0 7-1 —0:1 
Government contribution to the Royal Canadian Mounted 
Police pensionAcCcounh: seat gmr.-« se tisaw doo cise acuwemetce. 0:7 0:7 
Other administration and general. ........... cceseecccceeees 2-0 1-9 0-1 
36-0 33-9 2-1 


Trade and Commerce 


Expenditures for the Department of Trade and Commerce are estimated at 
$18 million for 1954-55, an increase of $1 million over the total of $17 million 
for the previous year. 
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The following table presents a comparative summary of expenditures for 
the department for 1954-55 and 1953-54: 


TABLE XXVIII 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
TRADE AND COMMERCE by or 
1955 ecrease (—)y 
(Estimated) 1954 
Dominion Bureau of Statistics.......... RE Re SEES wn LR 5-6 dS 0-3 
CAnate Grain Act... 8: Ja. 0s aad es ee hss kee 5-1 4-7 0-4 
Trade Commissioners serviCe....... sec ceccceaccaccccenccsen 2-4 eee Werasearesee's one 
pumncandasdivisions... 3/5.) .ddaccc afaik eee ee ee 1-6 1-4 0-2 
Administration and general: <«<.666 ose cee bake news 3-0 2-7 0-3 
17-7 16-5 1-2 
Transport 


Expenditures of the Department of Transport are estimated at $159 million 
for 1954-55 compared with $118 million in 1953-54, an increase of $41 million 
as shown in the following table: 


TABLE XXIX 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
TRANSPORT es as or 
1 ecrease (—) 
(Estimated) 1954 
Air services— : 
Telecomsounications GiviSion snccpsvsx'tacns Cork aes eeu oe 14-2 13-7 0-5 
Maebecrolngioal GIVISION. ¢o50s otaa sp rake henna se sahss ob ies 74 6-7 0-7 
Orril avinivon division...2.2;.. .WWsecsiis bh ase eee 23-5 20:7 2-8 
Peers TARO Kas xcs Senesine = cw ae Maan tae daceu nn aie 0-2 Dea Veer aces somw ee 
45-3 41°8 4-0 
CTE RW OOM ee cde) ais ein ian Roe Pee yee eee 8-0 8-4 —0-4 
Marte Br VICKE: .co esc de ccccdede s 7% vip anenk sO Meee 21-9 20-3 1-6 
Railway services— 
Maritime Freight Rates Act— 
Difference between tariff and normal tolls.......... 10-7 10-5 0-2 
COP EMWEY BORVIGOS ss. rere: cs cr eupenavedersiesvonass 19-6 13-4 6-2 
Maintenance of trackage: rp. inscdty ss0secened vanes sanens 7-0 LW ep er ee 
87-8 80-9 6- 
Canatian Maritime Commission. .ssicvenscneexndenecvccneaes 4-3 4-2 " 
Government ar enterprises— 
Net income deficits— 
Canadian National Railways.............sseeceeees = SN (ERP a a 28-8 
SL RS ee eee Pere Serer Perret rn ers 4-4 4-5 —0-1 
WGn-ACtITS BOUVADCES. «0000 ccc cnc cc ct cpeerenvessnemanss 4-0 4-2 —0-2 
Administration and general... ...<6...cccceresccesewrersevens 4-8 4-2 0-6 
158-8 118-0 40-8 


Expenditures of $45 million in 1954-55 for air services are $4 million higher 
than in 1953-54. Of this increase, $3 million relates to the civil aviation division, 
$2 million of which is attributable to the cost of construction or acquisition of 
buildings, works. land and new equipment in connection with airways and. 


airports. 


54319—8a 
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_ Expenditures for marine services were $22 million in 1954-55. The increase 
of $2 million is due largely to an increase of $1 million in expenditures for the 
administration, operation and maintenance of marine service steamers and 
$1 million for the construction or acquisition of vessels and equipment. 


Railway services expenditures were $37 million compared with $31 million 
in 1953-54. Of this increase of $6 million, $4 million is on account of Strait of 
Canso transportation improvements and facilities; $1 million relates to the 
construction of new dock and terminal facilities at Port-aux-Basques, New- 
foundland, and $1 million to the construction or acquisition of auto-ferry vessels. 
Payments covering net operating deficits of and non-active loans and advances 
to certain government owned enterprises were $37 million in 1954-55 compared 
with $9 million in the previous year. The increase of $28 million is more than 
accounted for by the operating deficit of the Canadian National Railways 
which was $28-8 million for the calendar year 1954. In 1953 the Railway had 
an operating surplus of $244,000. 


Veterans Affairs 


Expenditures for the Department of Veterans Affairs for 1954-55 are esti- 
mated at $242 million, an increase of $3 million compared with the total spent in 
the previous year. Increases of $1 million in pensions, $1 million in treatment 
services, $2 million in war veterans allowances and other benefits are partially 
eee by a decrease of $3 million in war service gratuities and re-establishment 
credits. 


Expenditures relating to the administration of the Soldier Settlement and 
Veterans’ Land Acts reflect an increase of $1 million while the provision for 
the reserve for conditional benefits under the Veterans’ Land Act at $9 million 
for 1954-55 is slightly greater than the provision of $8-5 million for 1953-54. 
These conditional grants are made to veterans who enter into agreements with 
the director for sales of land and chattels provided they fulfil the terms of the 
agreements for a period of ten years. The amount charged to expenditures 
during 1954-55 under this heading covers one-tenth of the conditional benefits 
included in sales to veterans prior to April 1955. 


The following table presents a comparative summary of expenditures for the 
department for the past two years: 


TABLE XXX 


(In millions of dollars) 


ees Sy ee ee a a SE ey 
aa 


Fiscal Year Ended 
March 31 Increase 


VETERANS AFFAIRS —— or 
1955 Decrease (—) 
(Estimated) 1954 

Pensions tor cisabtlitiy- Or Geatiines swale Mien siete urelerias ie 128-9 127-6 1:3 

Firat yn Oni SOnvilCes sesso eto eae ta ie aheie ese oninrcre tes: oosont tertonarers 43-6 42-2 1:4 

War veterans’ allowances and other benefits................. 31-8 30-3 1-5 

Post-discharge Tohabilitation DeReltS......ees6 cscs. + cee sel 2-6 25 0-1 

War service gratuities and re-establishments credits......... 6-2 8-9 —2-7 
Soldier Settlement and Veterans’ Land Acts—Administration 

and Pasi ids nests clean eran MORO D ASO ORAL NOcccdo. 6-7 5-3 1-4 
Provision for reserve for conditional benefits, Veterans Land 

Gliieace Micah pete see eeeresesseeceses Dd sanomands cone coe 8-9 8-5 0-4 
Departmental, district and pensions administration and mis- 

eollancans pay maentassirs sue oe ceeite es idee. Mee eee 13-5 13-4 0-1 

242-2 238-7 3:5 
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All Other Departments . 


Expenditures of the departments not dealt with in the preceding sections 
amounted to $61-3 million in 1954-55 compared with $61 million in 1953-54. 
The table which follows presents a comparative summary of the expenditures 
for the past two years: 


TABLE XXXI 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 
Aut OTHER DEPARTMENTS ——_. or 
1955 Decrease (—) 
(Estimated) 1054 
Auditor Generals... oo iis Weiser hi wkteras sone ts come esata es 0-7 0-6 0-1 
Chief Electoral Officer.......... 0:3 5-5 —5:-2 
Civil Service Commission 2-4 2-1 0-3 
BeslichiOs. er ee ea ee Temes 11-2 9-3 1-9 
Governor General and Lieutenant-Governors......--+-++++++ 0-4 Os,” hort eeaawnte oo 
France «cas clos’. cicke soak < aug Poa tare ee se eeeee 0:5 OS al AE Re ee 
GR el Be He ae Ot aoa yo ance 6-0 5-8 0-2 
Office of the Commissioner of Penitentiaries............ 10-9 9-2 1-7 
Fie cs bn ec eRe roca oo = Bae 1S OGG Cee SoeUa Ine 9-8 9-6 0-2 
LOBIMIBLION..« . .b- <w cee aie a s «din gue Cake get 545 aio” 8 Bets 6-7 5:6 1-1 
Wakional File Boagds vice. oat cheers «lore tages «else a) «levels 3-4 3-0 0-4 
Privy. Counell 5 5 cages cringe tons gs etigegy d= O4teeds eee igh Gz 3°8 3-7 0-1 
Publie Archives and National Library..........---++++++++- 0-4 (ioe had cosets Asay gerremnts 
Public Printing and Stationery........----+0-ees errr reer 2-1 2-0 0-1 
Secretary of State... 2.5. .ccece eee e serene esate tte seein 2-7 3°3 —0-6 
61-3 61-0 0-3 


Decreases of $5 million in the expenses of the Chief Electoral Officer (the 
1953-54 accounts included the costs of the 1953 federal election) and $0-6 
million for the Department of Secretary of State are more than offset by increases 
in expenditures of other departments, chief of which are $2 million for the 
Department of Fisheries; $1-7 million for the Office of the Commissioner of 
Penitentiaries and $1 million for legislation reflecting increased sessional 
indemnities to members of the Senate and the House of Commons. 
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4, SUMMARY OF ASSETS AND LIABILITIES OF CANADA 
AT MARCH 31, 1955 


The estimated balances of the asset and liability accounts as at March 31, 
1955, the comparable balances at March 31, 1954, and the changes in each 
eategory during 1954-55 are shown in the following table: 


TABLE XXXII 
SUMMARY OF THE ASSETS AND LIABILITIES OF CANADA 


(In millions of dollars) 


Balance at March 31 
Biwi. —_____________________| Increase or 


1955 Decrease (—) 
(Estimated) = 
LIABILITIES 
Floating debt sae se cater yes crcoteueter a jelovece ave e-seeteests sis essere cetst ote 825-8 868-5 —42-7 
Deposié-and trusteaccountss.c40. nteage oe cele ieiteiee sce c nna 201-7 204-1 —2-4 
Insurance, pension and guaranty accounts..............-...6. 1,977-7 1,772-9 204-8 
Delerred (Cred ies vwiis sss eae ee eres See cee een 145-7 151-3 —5-6 
Sundry suspense ACCOUNts. 6... ctr rape dele slays stewie cies orevanery es oes 293-5 338 «2 —44-7 
Province bt BCCOWDLSs<.csncer. eta rare ciieietin s Ooi Gee tee ore 11-9 PEON Gaeta crertestcetetee 
DFWMAGUTEONCLO DE serie nc hes ote ert Sate ane sesente ia cteae cee 14, 487- 14, 576-2 —88-4 
17, 944-1 17, 923-2 20-9 
ActTiIvE ASSETS 
Cash and other eurrent assets acc. saceccea ss een cena cece seree 2,416-1 2,514°3 —98-2 
Loans to, and investments in, Crown agencies............... 1,776:8 1,795-1 —18:3 
Other lloans'and mvestments:.-..4..6 oe once ace emt eae 2,331-6 2,487-9 —106-3 
Sinking fund and other investments held for the retirement 
Ofede bite. ei sehe ae es ek Ge CUE a eee 187-3 101-9 85-4 
Prowmce Gept- accounts: com aciot eee sme emote 2-3 Dea iy von tere cee 
Deferred charcos £0.85: eck s es 1 ae ee 256- | 259-9 —3-7 
SUNALY Suspeise ACCOUNTS oe. es oe eae Ort cioveeeeentee 206-0 192-3 13-7 
Motal Active IAissetsict. chistes. data besos cae 7,176-3 7,308-7 —127-4 
Less: Reserve for possible losses on ultimate realization of 
WCLUVO ASSEUS nceke rca pen terten aid avewinarerer: miatee ate oreeeetate eect 496-4 AQGSA © Serta necesito 
INetp Actives Assotste, waste ce meaelmt ter eran mee 6, 679-9 6,807-3 —127-4 
Net Debt (excess of liabilities over net active assets)......... 11, 264-2 11,115-9 148-3 
Taabilities 


The gross liabilities of the Government as at March 31, 1955, are estimated 
at $17,944 million, an increase of $21 million over the total of $17,923 million 
at the close of the previous fiscal year. 


Unmatured debt outstanding, including bonds and treasury bills, amounted 
to $14,488 million at March 31, 1955, or approximately 81 per cent of all lia- 
bilities. Of the total outstanding unmatured debt, $14,096 million or 97 per 
cent was payable in Canada and the balance of $392 million was payable in 
foreign currencies—$341 million in United States dollars and $51 million in 
pounds sterling. A complete statement in tabular form of the Government’s 
unmatured debt as at March 31, 1955 with details of interest rates, dates of 
maturity, annual interest charges and amounts of principal outstanding for each 
loan is presented at the end of this Part. 
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The Government’s liability as at March 31, 1955 in respect of insurance, 
pension and guaranty accounts is estimated at $1,978 million. Floating debt, 
including outstanding cheques, miscellaneous accounts payable (cheques issued 
in April, 1955, in payment of accounts relating to the fiscal year 1954-55) and 
notes and other obligations payable on demand, is expected to total $826 million. 


The other liability items are: sundry suspense accounts (where some un- 
certainty as to disposal exists), $293 million; deposit and trust accounts 
(consisting of moneys deposited with or held by the Receiver General for various 
purposes), $202 million; deferred credits (consisting of balances whose ultimate 
accounting treatment is known, but which are held until certain cond tions are 
fulfilled), $146 million; and province debt accounts (representing settlements 
arising out of agreements at the time of Confederation), $11-9 million. 


Active Assets 


Offsetting the liabilities, and to some extent explaining their existence— 
as a substantial part of the total debt has been incurred on account of them— 
are the Government’s active assets. For the most part these consist of assets 
which yield interest, profits or dividends, liquid assets such as cash and depart- 
mental working funds together with certain prepaid expenses and sundry 
suspense accounts. 


The total active assets at March 31, 1955, are estimated at $7,176 million, 
a decrease of $127 million from the total at the end of the previous year. The 
totals of the various active asset categories as at March 31, 1955, were: cash 
and other current assets, $2,416 million; loans to, and investments in, Crown 
agencies, $1,777 million; other loans and investments, (consisting of loans to 
provincial, municipal and national governments, subscriptions to international 
organizations and advances to veterans and others) $2,332 million; deferred 
charges, $256 million; sundry suspense accounts, $206 million; sinking fund and 
other investments held for the retirement of debt, $187 million and province 
debt accounts $2-3 million. 


The reserve for possible losses on ultimate realization of active assets 
amounting to $496 million, is shown on the statement of assets and liabilities 
as a deduction from the total active assets, bringing the net active assets total 
to $6,680 million. 


A. CHANGES IN PRINCIPAL LIABILITY CLASSIFICATIONS Durina 1954-55 


The gross liabilities of the Government are expected to show an increase 
of $21 million over the total at the close of the previous fiscal year. An increase 
of $205 million in insurance, pension and guaranty accounts is partially offset 
by decreases of $88 million in unmatured debt, $45 million in sundry suspense 
accounts, $43 million in floating debt, $6 million in deferred credits and 
$2 million in deposit and trust accounts. 


Floating Debt 


It is estimated that floating debt decreased $42 million during the fiscal 
year. Increases of $9 million in miscellaneous accounts payable and $13 million 
in outstanding cheques and warrants are partially offset by decreases of $43 
million in notes and other obligations payable on demand, $20 million in matured 
debt outstanding, $1 million in interest due and outstanding and $0-2 million 


in post office account. 


108 


The estimated changes in floating debt during the fiscal year 1954-55 are 
shown in the following table. 


TABLE XXXIII 


(In millions of dollars) 


Balance at March 31 
FLoatina Drsr Increase or 
1955 1954 Decrease (—) 
(Estimated ) 

Maturedwadebt OuusbanGings,.c ung sce seis scla eet «oe eae 48-6 68-2 —19-6 
Notes and other obligations payable on demand............. 225-3 268-7 —43-4 
Interest due andsoutstandinoce..-ghieder eo seeeee. oooh free 55-0 56-3 —1:3 
Outstanding cheques and warrants...........sceeeescseeeees 262-0 249-2 12-8 
Miscellaneous accounts payable... .0...2...ceccceesersssnse 211-4 202-4 9-0 
Post Office (net liability for money orders, etc.)............. 23-5 23-7 —0-2 
825-8 868-5 —42-7 


Deposit and Trust Accounts 


Deposit and trust accounts decreased by $2 million during the year. The 
major changes in this category were an increase of $13 million in the Colombo 
plan fund, representing the difference between the amount of $25 million credited 
to the fund out of moneys voted by Parliament for assistance to countries in 
South and South-east Asia and disbursements from the fund, and a decrease of 
$14 million in the prairie farm emergency fund, representing the difference between 
the total of $20 million paid as awards under the Prairie Farm Assistance Act 
and $6 million collected as levies. 


Insurance Pension and Guaranty Accounts 


The increase in insurance, pension and guaranty accounts during the 
fiscal year is estimated at $205 million. The changes in the various accounts 
for the fiscal year are shown in the following table. 


TABLE XXXIV 


(In millions of dollars) 


Balance at March 31 


INSURANCE, PENSION AND GUARANTY ACCOUNTS —_——__—_—_———_—_—_—_—\— Increase or 

1955 1954 Decrease (—) 

(Estimated) 

Unemployment insuranceitmd 1.62 oc ae ete eee 853-0 892-3 —39-3 
Less: Investment in bonds and accrued interest.............. 838-0 878-7 —40-7 
bn 15-0 13-6 1-4 
Governmentiannuitiesv), Jet. I Sd TO Seo 862-5 798-5 64-0 
Superannuation aceount=. ates sce xis ee 732-7 656-7 76-0 
Permanent services pension account......................... 278-5 217-2 61-3 
ODOT TE Eee 5 Sa eee outs das ER Gere ES 89-0 86-9 2-1 
1,977-7 1,772-9 204-8 


; The decrease of $39 million in the unemployment insurance fund, represent- 
ing the amount by which benefit payments totalling $255 million during 1954-55 
exceeded contributions by employers, employees and the government, income 
from investments, and other miscellaneous revenue credited to the fund is 
reflected in a reduction in the investments of the fund ; the cash balances held 


for the fund by the Receiver General at March 31, 1955 increased $1 million 
from March 31, 1954. 
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The increase of $76 million in the superannuation account is attributable 
mainly to the Government’s contribution of $37 million equal to the estimated 
current and prior service payments of individuals in 1953-54, and $28 million 
interest credited to the account. The remainder of the increase is due to the 
excess of employees’ current and prior service contributions over benefit 
payments. 


The Government annuities account is expected to show an increase of 
$64 million and the permanent services pension account an increase of $61 million. 
The increase in the permanent services pension account represents the Govern- 
ment’s contribution of $37 million (which is made at the rate of one and two 
third times the current contributions and contributions for arrears), interest 
on the account $9 million and contributions by permanent services personnel 
for current service and arrears, less the payments from the account. 


Other insurance, pension and guaranty accounts show an increase of $2 
million for the year. 


Old Age Security Fund 


Under the Old Age Security Act pensions of $40 per month are paid to 
all eligible persons seventy years of age and over without a means test from the 
old age security fund. During the fiscal year payments from the fund amounted 
to $353 million while credits to the fund from the proceeds of the 2 per cent 
tax on personal incomes, the 2 per cent tax on corporation profits and the 2 per 
cent sales tax totalled $291 million. Under the authority of section 11 of the 
Old Age Security Act, the Minister of Finance made a temporary loan of $62 
million to the fund to cover the deficit resulting from these transactions during 
1954-55. This amount, together with the loan of $46 million covering the deficit 
of the fund for 1953-54, brings the temporary loans made by the Minister of 
Finance to the fund to $108 million. 


The following table shows the transactions in the old age security fund 


for the last two years: 


TABLE XXXV 


(In millions of dollars) 


EE —————————————————————eeee 


Fiscal Year Ended March 31 
Op Ace Securiry Funp —$ $$ $  $ —_____—_— 


1955 a 
(Estimated) 1954 

Pension payMents.......6+-+ccdeeeeesreeereewetersrereneese|esceraermecnes 353-2 338-9 
Tax receipts— 

2 per cent sales tax........--seseeeeeeretseereeeneeerees BMD SEY tee | 146-8 

2 per cent individual income tax. ...-.6.+-+sseererererss LOL+O oo esses nese nes 90-7 in 

2 per cent corporation InGOMA tHE asa + sb auanueee eee 46:0 , 291-0 55-6 293-1 
Excess of pension payments over tax receipts covered by a3 7 

temporary loans from the Minister of Finance........-++|-+s++eeeeerees 62-2 45-8 
Temporary loan carried forward from previous Year.....+++-|eeeeeeeee seers 45-8 99-5 
Written off to active asset TeServe........++-- ++ secseerevers[erecsseeesrenerseeseree sess: - —99-5 

108-0 45-8 


Outstanding at end of fiscal year.......-+-+++seereertrnrrepeteetrses ss neass 


—_——$—————————————————— 
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A distribution by provinces of pension payments from the old age security 
fund for the last two years is shown in the following table: 


TABLE XXXVI 


(In millions of dollars) 


eee 


Fiscal Year Ended 


March 31 Increase 
Oup Acs Srscuriry PAYMENTS BY PROVINCES or 
1955 1954 Decrease (—) 
(Estimated) 
Wepromnd lanceeean Meer ta hie net te eta ate a a asthe Neiehome eieuetad 7:5 7-2 0-3 
i UOTE: Wn CLONE eRe A Ore AERO O Et OSE Ce COOSA DER Gar ao O18 18-2 17-7 0-5 
IerINCe ONAL eL SLANG em cqe acre cect ee ioeer ae ner eices eucietsmentoren 3:2 Oe 0 asetaansetepeetnee 
INGwe BrunswiGie wen take atin eee bs slcias sieaninb era erase ace 13-0 12-6 0-4 
TSDC Care ee eerste ee ate tone ahs a MbTe abeicalare utcstaen 74-8 72-0 2-8 
Lehr: io (0 Pee eee carve oh eh a iota emearrtact iey Aide Ae ant mort ict 130-4 125-8 4-6 
DE TTL Lo syeen hee c Crate ee aac ce eee rercEnane Sr iniate etait eaenel onseerenaie avecenchetas 21-0 20-1 0-9 
SPC hohe yesh neieie An en ARIe Goes ni Gn Sai mereeS DOC n rg Ia DiC PAA! 20-1 1-0 
ATID Erba eee ne Aer ae ah ese re ole Diets Rie Ree ect Mticyelale Sintra Mitte wiene 3 21-4 20-1 1-3 
British @olurmita eosne me oleh cee eile ens stetebena cts vas alerexs st oGit 42-4 39-9 2-5 
INoreb west and: Mulkcom Lerrivorieseee cc ese secs sisioleesnensise 0-2 Oc2 | | dance ere 
353-2 338-9 14-3 


Deferred Credits 


The decrease in deferred credits is estimated to be $6 million. The more 
important changes in this category are decreases of $5 million in accrued interest 
on public debt and $1 million in balances receivable under agreements of sale of 
Crown assets, set up as a contra account to an account under the same name in 
other loans and investments. 


The decrease in balances receivable under agreements of sale of Crown 
assets reflects the repayment by A. V. Roe Canada Limited of $8 million of the 
amount due by them under an agreement of sale offset by certain new balances 
of agreements of sale totalling $7 million, including $2-6 million with Canadian 
Pratt and Whitney Aircraft Limited and $1-9 million with English Electric 
Company Limited. 


Sundry Suspense Accounts 


Sundry suspense accounts show a decrease of $45 million. The major 
changes in the accounts in this category are decreases of $32 million in the 
defence equipment replacement account and of $16 million in the replacement 
of materiel account and an increase of $3 million on account of the railway grade 
crossing fund. The transactions in the defence equipment replacement account 
reflect a reduction in the undisbursed balance in the account which was esta- 
blished under section 3 of the Defence Appropriation Act, 1950, and subse- 
quent votes of Parliament for the same purpose. Under the terms of the Act, 
the value of defence materials and supplies acquired prior to March 31, 1950, 
and transferred to members of the North Atlantic Treaty Organization may be 
credited to the account and these credits may be used in subsequent years to 
purchase equipment or supplies for the naval, army or air services of the Cana- 
dian forces. Disbursements from the account are estimated at $79 million, 
and credits for equipment transferred at $47 million. 


The replacement of materiel account established by section 11 of the 
National Defence Act is credited with amounts realized from the sale of materiel 
that has not been declared surplus to requirements but has been authorized by 
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the Governor in Council to be sold to other countries. The account is debited 
with disbursements representing amounts paid for the procurement of replace- 
ment materiel. During 1954-55 disbursements from the account exceeded 
credits by $16 million. 


The amount of $3 million for the railway grade crossing fund reflects the 
setting up in the accounts of the undisbursed balance of moneys appropriated by 
the Railway Act for the purposes of the railway grade crossing fund up to the 
close of the fiscal year 1954-55. 


Province Debt Accounts 


There were no changes in the province debt accounts during the fiscal year. 
The amounts have remained unchanged for many years. 


Unmatured Debt 

The unmatured debt outstanding at the close of 1954-55 was $14,488 million, 
a reduction of $88 million for the year, all of which is reflected in debt payable in 
Canada. The details of the various loan redemptions, flotations and adjustments 


resulting in this net decrease are described more fully in the section on ‘‘The 
Public Debt’. 


B.— CHANGES IN THE PRINCIPAL ACTIVE ASSET CLASSIFICATIONS DuRING 1954-55 


It is estimated that active assets decreased by $127 million during 1954-55. 
Decreases of $106 million in other loans and investments, $98 million in cash 
and other current assets, $18 million in loans to, and investments in, Crown 
agencies and $4 million in deferred charges were offset in part by increases of 
$85 million in sinking fund and other investments held for the retirement. of 
debt and $14 million in sundry suspense accounts. There was no change during 
the fiscal year in the reserve for possible losses on ultimate realization of active 
assets which stood at $496 million at March 31, 1955. 


Cash and Other Current Assets 


The changes in the various accounts in this category are shown in the 


following table: 
TABLE XXXVII 


(In millions of dollars) 
eee ne 


Balance at 
March 31 Increase 
CasH AND OTHER CURRENT ASSETS or 
1955 1954 Decrease (—) 
(Estimated) ; 
ae es a ee ee oe 
Cash in current and special deposits (including blocked cur- 
rency of $1-2 million at March 31, 1955, and $2 million at 
Marvels 81, (OGD) cscs rcccbsncugies esas tarapeceueeakhene 206-0 359-9 —153-9 
Cash in hands of collectors and in tranSit.........-.++eeseees 96-0 123-6 —27-6 
Other liquid assets— 
Exchange fund account—advances represented by cash 
BN BOGULILIOD <a.cs cc caren bs vege sides rach etevoeereernes 1,769-5 1, 763-8 5-7 
Securities investment account........ see eeee eee eeeeees 45-7 18-0 27-7 
Working capital advances— 
Crown porporasions J) cule With le wy Un ay he PARA 22-5 22-7 —0-2 
Defence production revolving Gromit; Su cite ode one eae 75-0 80-2 —5-2 
Temporary loan to old age security fund............+++- 108-0 45-8 62-2 
Departmental : a 2; a at cieadhas ree 51-3 42-5 8-8 
Miscellaneous departmental imprest an advance 
BHCOUDES. cas ccc cvebercndrars ps tens heveeerune sees 23-6 35-2 —11-6 
Other current assets. .....----ceerrrrecncerervccseccuseerese 18-5 22-5 —4-0 
2,416-1 2,514°3 — 98-2 


The principal changes in this category were decreases of $154 million in 
cash in current and special deposits, $28 million in cash in hands of collectors 
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and in transit and increases of $6 million in the exchange fund account, $62 
million in the temporary loan by the Minister of Finance to the old age security 
fund, and $9 million in departmental working capital advances. 


Advances to the exchange fund amounted to $158 million while repayments 
were $138 million. However, the fund’s revaluation deficit which stood at 
$191 million at December 31, 1953 and $205 million at December 31, 1954, is 
recorded under sundry suspense accounts. Consequently the net increase for 
the fiscal year was $6 million, reflecting additional advances of $20 million less 
the transfer of $14 million to the revaluation deficit account. 


The decrease of $5 million in the Defence Production revolving fund re- 
presents the amount by which credits to the account from the sale of essential 
materials and defence supplies exceeded the cost of acquiring, storing, main- 
taining and transporting such materials. 


Departmental working capital advances increased by $9 million, the chief 
of which is the increase of $9 million in the agricultural prices support account 
reflecting the difference between the credit to the account of $3 million, re- 
presenting the loss on operations for 1954-55, which is included in the year’s 
expenditures, and the net debit of $12 million to the account representing the 
excess of purchases over sales during the year by the Agricultural Prices Support 
Board. 


The increase of $62 million in the temporary loan to the old age security 
fund represents the advance made by the Minister of Finance to cover the 
deficit of the fund for the year 1954-55. This advance together with the advance 
of $46 million to cover the deficit of the previous year brings the total temporary 
loan to $108 million at March 31, 1955. 


Loans to, and Investments in, Crown Agencies 

It is estimated that loans to, and investments in, Crown agencies decreased 
by $18 million during the year. The more important changes during the year 
are a decrease of $93 million in loans and advances to the Canadian National 
Railways and increases of $49 million in loans to Central Mortgage and Housing 
Corporation and $16 million in advances to Atomic Energy of Canada Limited. 
The changes in this category are shown in the following table: 


TABLE XXXVIII 
(In millions of dollars) 


Balance at March 31 

Loans To, AND INVESTMENTS IN, CROWN AGENCIES —_________________~___|_ Tnerease or 

Li) 1954 Decrease (—) 
(Estimated) 

Atomic Hnergy: of Canada Limitedes......0spc0ns+ oneness 32-4 16-0 16-4 
Bankiot Canada— capital Stock 22am so acc tee oes cues eee 5-9 5 Dinalnes dupctars el tones 

Canadian Broadcasting Corporation..........0000..ee1ssnees 19-0 16-0 3-0 

Canadian Harm Loaneboard...5.05 emo oo. baa ees: a naeee 36:8 32-6 4-2 

Canadian National ial ways. a. cm aibte anon tects cetlsaas asian okies 934-2 1,027-4 —93-2 

Canadian National (West Indies) Steamships, Limited..... oor 0-1 3-6 

Canadian Overseas Telecommunication Corporation......... 4-0 3°8 0-2 

Central Mortgage and Housing Corporation— 

Wap ital AGW ANCES aa a5.0 crn ta eae ratte oie atta ousirs ettoeue usc ia, eotee 25-0 OBO) ) lercaeraurdeden os 

¥ IWR an ais oon ton AemOU AcOH En 7 copGauas A oopoupeDsD os 555-8 506-3 49-5 
Eldorado Mining and Refining Limited..................... 8-2 So Dall tiothcty ok ME 00 
Export Credits Insurance Corporation...............++++-+++- 5-0 5 O aa lhenseneretis ts eic:0:- 

National Harbours b0ard.ccsni tee oe nie. te aah eae 107-2 106-2 1-0 

Northwest Territories Power Commission................+: 7:8 8-1 —0-3 

Polymer Corporation uimited’. .pclekicbnecs chit was se soe miele 30-0 34-0 —4-0 

St. Lawrence Seaway Authority...............20cneeeeenene IRs | DOeuo cen atte 1:3 
Other-Crown-acenties eee > Str re ree. eee 0-5 OBherirre erate 

1,776:8 1,795-1 —18-3 
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In the fiscal year ended March 31, 1955, the gover 


nment advanced $119 


million to the Canadian National Railway Company for capital purposes and 


the retirement of funded debt in the hands of the public. 


A portion of the 


proceeds of a $250 million 2% per cent bond issue sold to the public in December 
1954, was used to repay $219 million of government advances then outstanding. 
In addition, a temporary loan of $12 million outstanding at the beginning of 
the year together with $16 million advanced during the year for income deficit 
was paid off from an appropriation in the Further Supplementary Estimates. 
The consequence of all these transactions was a net reduction of $112 million 


during the fiscal year in advances to the Company. 


In addition, the government purchased $19-3 million of 4 per cent preferred 
stock of the Canadian National Railway Company in order to assist the Company 
to finance additional capital expenditures. This stock is issued under the auth- 
ority of the Canadian National Railways Capital Revision Act, 1952, in an 
amount equal to three per cent of the gross operating revenues of the Company. 


Loans to Central Mortgage and Housing Corporation during the fiscal 
year amounted to $53 million, of which $45 million was for lending purposes, 
31 million for construction and $7 million for federal-provincial housing projects. 


Repayments of $3 million on account of house construc 


. 


tion and $1 million on 


federal-provincial housing projects bring the net increase for the fiscal year in 


loans to the Corporation to $49 million. 


Other increases in loans and advances to Crown agencies during the year 


were; $16 million to Atomic Energy of Canada Limited, 


$4 million to the 


Canadian Farm Loan Board, $3-6 million to the Canadian National (West 
Indies) Steamships Limited, $3 million to the Canadian Broadcasting Cor- 
poration, $1 million to the National Harbours Board, and $1-3 million to The 


St. Lawrence Seaway Authority. 


Polymer Corporation Limited reduced its indebtedness to the government 
by $4 million during the year and Northwest Territories Power Commission 


by $0-3 million. 


Other Loans and Investments 


Other loans and investments decreased by $106 million during the year. 
The balances of the main accounts in this category together with the changes 


during the year are shown in the following table: 


TABLE XXXIX 


(In millions of dollars) 


es ne 


————— 


Balance at March 31 | 


——_——| Increase or 


OrHER LOANS AND INVESTMENTS -- 
1955 
(Estimated) 


| Decrease (—) 


En eee ee oe Se 
| 
Loans to United Kingdom and other governments.......--- | 1, 700-7 
Subscription to capital of International Monetary Bundssssy: 293-4 
Subscription to capital of International Bank for Reconstruc- 
tion and Development... 
Loans to provincial and municipal governments.......-.++++ 79-8 
Advances under Soldier Settlement and Veterans’ Land Acts 162-6 
Miscellaneous loans and investments.........e0eeeeeee eres 24-2 


9437-9 —106-3 
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The loans to the United Kingdom and other governments are estimated 
to total $1,701 million, a decrease of $71 million from the total at the close of 


the previous year. The changes in these loans are shown in the following 
table. 


TABLE XL 
(In millions of dollars) 


Balance at March 31 


Loans to Unitep Kinapom anpD OTHER NATIONAL —__—_—_—_———__—_———————_| Increase or 
GOVERNMENTS 1955 1954 Decrease (— ) 
(Estimated) 


Loans to United Kingdom— f i : ; 
The War Appropriation (United Kingdom Financing) 


PACU ML OL) Gee Seite: reer ae eta? Roe 2 hc tee 112-5 142-5 —30-0 
The United Kingdom Financial Agreement Act, 1946... i273 1,142-1 —14-8 
39-8 »284°6 —44-8 
Loans under the Export Credits Insurance Act, Part II— 
eloirtim’. Alaypass : SGOT AAG On aR SOIT IG ORs Teka eA ca toe 50-8 53-1 —2-3 
CORT ar aeiaan earch Bete iene see: SE cen RSE ae ge ERR ot 49-4 AO Are. wieder... Teea tee 
Czeehoslovidkiawe st sect core Cee Sees, Ne BE OA 9-9 De OTe, saveneren ee ee 
UME ING as abn eta ee AGr ELA Mae eae heen en TR Cer dl 192-5 200-8 —8:-3 
EhiV LONE aoe ONE ee or ee Te an ees 3-1 6-2 —3-1 
INGGHUEEIGNCS erent tien einen ee are ae eee, eee 101-0 105-6 —4-6 
UN OLD As Motes.. Sta. SOU ARMED da, POUL DEE SS eg ee 10:5 15-8 —5-3 
417-°2 440-8 —23°-6 
Miscellaneous loans and advances— 
France—Military reliefcredits settlement............... 3-0 3-5 —0-5 
Interim credit—consolidated interest........... 1-9 2-0 —0-1 
Greeceremen 3. iit Ma Ok: Sea: ate LT) 8 Ok Ebay 6-5 GD aul ercccte tp ae trees 
Netherlands—Military relief and currency credit settle- 
ID AUG gerne ori iete < yar che teeters eee sie ite osare ticks kloe oh ar 4-0 4-6 —0-6 
IRVO CITE Ee etemtrseestn aere Serre ch een Mee ie 24-3 QED Oils yaaa ect tee 
Union of Soviet Socialist Republics..................... 3-6 5-4 —1-8 
IMiscellancous Spee eer hehe Fn eee! etal Ok Ws 0-4 0-6 —0-2 
43-7 46-9 —38-2 
1, 700-7 1,772-3 —71:6 


During the year the Government of the United Kingdom reduced the balance 
of the $700 million interest free loan granted under the provisions of the War 
Appropriation (United Kingdom Financing) Act, 1942, by $30 million as arranged 
under the terms of an agreement entered into on August 13, 1953 between the 
Governments of the United Kingdom and Canada. The balance outstanding 
at March 31, 1955 was $112 million. Under the terms of the agreement the loan 
is to continue to be free of interest until December 1958. 


The Government of the United Kingdom also repaid $15 million on account 
of the $1,185 million loan made under the $1,250 million credit authorized by 
United Kingdom Financial Agreement Act, 1946, reducing the unpaid balance to 
$1,127 million at the close of the fiscal year. 


Advances under Part II of the Export Credits Insurance Act to certain 
foreign countries to assist them in purchasing goods and services in Canada 
were reduced by $24 mullion during the year. Repayments by the various 
countries during the year are shown in the preceding table. All payments of 
principal due during the fiscal year 1954-55 were made in accordance with the 
agreements entered into by the Governments of the various countries and the 


Government of Canada with the exception of those owing by the Governments 
of China and Czechoslovakia. 


Miscellaneous loans and advances to foreign governments were reduced by 


$3 million, of which $1-8 million was received from the Government of the Union 
of Soviet Socialist Republics. 
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The subscription to the capital of the International Monetary Fund was 
reduced by $29 million during the year. This decrease represents adjustments 
occasioned by the increased value in terms of Canadian dollars of Canada’s 
subscription to the fund. 


_Loans to provincial and municipal governments decreased by $3-8 million 
during the year. Repayments by provinces amounted to $3-4 million and by 
municipalities to $0-4 million. 


Advances under the Soldier Settlement and Veterans’ Land Acts increased 
by $9-1 million, However, as $8-5 million was added to the reserve for condi- 
tional benefits under the Veterans’ Land Act, the net increase was only $0-6 
million. 


Miscellaneous loans and investments decreased by $2 million during the 
year. A decrease of $3 million in balances receivable under agreements of sale 
of Crown assets was offset by increases in other items in this category totalling 
$1 million. 


Sinking Fund and Other Investments Held for the Retirement of Unmatured Debt. 


There was an increase of $85 million in these assets during the fiscal year 
1954-55 due mainly to the purchase of bonds of various Government of Canada 
issues payable in United States dollars. 


Province Debt Accounts 


There were no changes in the province debt accounts during the fiscal year. 
The amount resulting from financial adjustments with certain of the provinces 
at Confederation have remained unchanged for many years. 


Deferred Charges 


Deferred charges decreased by $4 million during the fiscal year. There was 
no change in the unamortized portion of the superannuation account liability 
during the year but payments of $19 million for commissions and discounts on 
new loans were more than offset by the annual amortization charges of $23 
million applicable to 1954-55 included in the year’s expenditures. 


Sundry Suspense Accounts 

The increase of $14 million in sundry suspense accounts during the year is 
mainly due to the fact that the deficit arising from exchange revaluations of 
the assets and liabilities of the exchange fund was $205 million at December 31, 
1954, compared with $191 million at December 31, 1953. 


Reserve for Possible Losses on Ultimate Realization of Active Assels 


There was no charge or credit to the reserve for possible losses on ultimate 
realization of active assets during the year. It is shown on the statement of 
assets and liabilities as at March 31, 1955, as $496 million, unchanged from the 
end of the previous year. 


C. INCREASE IN Net Dest 


The estimated deficit for the fiscal year of $148 million resulted in a corres- 
ponding increase in the net debt of Canada, increasing it from $11,116 million 
at March 31, 1954 to $11,264 million at March 31, 1955. 
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GROSS AND NET DEBT NET DEBT AS AT MARCH 3! 
BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
FISCAL YEARS ENDED MARCH 31 


GROSS DEBT—~, 


1948 49 50 Si 52 53 54 55 
* ESTIMATED 


5. THE CASH POSITION 


While a substantial part of all government activities is directly reflected 
in the budgetary accounts, it is important to note that in addition to collecting 
revenues and making expenditures in the strict budgetary sense the government’s 
financial operations include many transactions which involve the receipt and 
disbursement of large sums of cash which lie outside the budget proper. 


In preceding sections of this survey the budgetary revenues and expenditures 
for the fiscal year 1954-55 have been described and analyzed in some detail. 
Although these budgetary transactions resulted in a deficit of $148 million, 
unmatured debt in the hands of the public was reduced by $202 million while 
cash balances declined by only $154 million. It is apparent that in considering 
the full scope of the government’s financial operations and measuring their 
impact upon the nation’s economy, non-budgetary as well as budgetary trans- 
actions must be taken into account. 


The non-budgetary transactions are those which result in increases or 
decreases in the government’s assets and liabilities. They do not appear in 
the government’s income account nor do they enter into the calculation of the 
annual budgetary surplus or deficit. 

On the assets side, they consist, for the most part, of loans and advances 
to, and repayments by, Crown corporations and other government agencies 
and funds (including the old age security fund), national, provincial and 
municipal governments and other borrowers, and investments in government 
securities. 

On the liabilities side, the transactions relate mainly to receipts and pay- 
ments in connection with the numerous deposit and trust, and annuity, insurance 
and pension funds held or administered by the government. 


The following statement summarizes these non-budgetary transactions for 
1954-55 and indicates how, together with the budgetary transactions, they 
affected the government’s funded debt and cash position. For purposes of 
comparison, the corresponding figures for 1953-54 are also shown: 
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(In millions of do!lars) 
6e6New*—0O9@MDD@R@oaOOsS<S—OoOoOomomumuumeeee 


Fiscal year ended 


March 31 
Non-BupGetary TRANSACTIONS AND CHANGES IN Casu Position 
1955 1954 
(Estimated) 
Non-Bupcetary Recerrs AND Crepits (excluding unmatured debt 
transactions) 
Repayments of loans, investments and working capital advances— 
Loans to, and investments in, Canadian National Railways........ 93-2 18-1 
Advances to defence production revolving fund..................--- 5-2 21-9 
Subscription to capital of International Monetary Fund............. cL Le lt cae cain ore: 
1942 Ioanite Wniited Kangdoni/) 995... 02) 2. Th. A. 25. 30-0 53-6 
2036 lonnito Waited Mongdom am dtiersdh deh: «paie ck eee bee «De. 14-8 14-6 
Loans to other national governments...............eecceeeeceucees 26-8 24-3 
Loans to provincial and municipal governments.................... 3-8 3-7 
Other loans, investments and working capital advances............ 19-0 5-4 
4 221-9 141-6 
Net government annuities account receipts— 
Premium receipts less payments to beneficiaries................... 81-9 3245) 
Government contribution to maintain reserve...............00.000- 0-5 0-1 
EnveresspeanG. uy Saverinient. ws. on. to eee ea ae oe 31-6 29-3 
: 64-0 61-9 
Net insurance and pension account receipts— 
Employee contributions less payments to beneficiaries............. 27-0 19-6 
pearmmbnt ant 5i Dil tlons cise ciete cite. eos aes ee eke. 74-9 90-8 
tateresh pala Py saveriment. vette ee eee a ee 37-5 31-8 
189-4 142-2 
Netancrease In Colombo plan fund.s.0s...o+4: «box wep pels agoeelioes « Sh idee 13-5 18-7 
Net increase in cash balances of unemployment insurance fund......... 1-4 1-6 
Net increase in reserve for conditional benefits—Veterans Land Act.... 8-4 8-5 
Net reduction in unamortized discounts and commissions on loans...... 3:7 —10-3 
Wet: receipts in sundry other aceounts 2... in. sade occ os O49 bie aero « «s 35-8 20-4 
OLE vy 1 Bios Fd ook SED 2 0 SIAC a RRs CES et ie BERS 488-1 384-6 
Non-BupGetary DISBURSEMENTS AND CHARGES (excluding unmatured debt 
transactions)— 
Loans, investments and working capital advances— 
Loans to Central Mortgage and Housing Corporation............... 49-5 98-8 
Temporary loans to old age security fund................0ee eee ee ee 62-2 —53-7 
Loans to, and investments in, Atomic Energy of Canada, Limited. 16-4 7-4 
Advances to agricultural prices support account...................- 9-1 —55-4 
Advances to exchange fan . Bay as fox Peed tes tains ele 20-0 —15-0 
Loans under Soldier Settlement and Veterans Land Acts........... 9-1 7-8 
Other loans, investments and working capital advances............ a fs 27-8 
: 17-7 
Other non-budgetary disbursements— 
Net decrease in defence equipment and materiel replacement 
EE att ay Pe tet aii knit oat winds yetaag: oo A othnte Mirai an rena. 48-4 —33-8 
Net decrease 1n prairie farm emergency fund..............0....0005 13-7 —7-4 
Net decrease in interest accrued on public debt...................- 5-0 —12-0 
Net decrease in matured debt, and other demand liabilities...... 42-7 —4-6 
Net disbursements from sundry other accounts................545 2-8 1-9 
Net decrease in provincial 5 per cent corporation income tax suspense 
GOCOUNE, vinlln. -bids ddan s oid bls SA sdb wy bake ine inla sakes totale oh fae adh nes chieiebes ale 47-9 
Net decrease in reserve for possible losses on ultimate realization 
Ne eee A Te OE ET RNA BR BEEBE ABE BEY Ea ay 49-5 
SEVWEAANG oo acne Oo ae oda ay PA eea DS CLL ie are aal ae see oes eee 292-2 59-2 
Net amount available from non-budgetary transactionS............++.s+05: 195-9 325-4 
Add, Budgetary Surplus, or Deduct Budgetary Deficit (—).......-..+..+++- —148-3 45-8 
Overall cash available for debt reduction............++++65 ba ne nants se rages 47-6 371-2 
Net increase or decrease (—) in unmatured debt outstanding in the hands 
of the public— : 
Trerindared-Pebt.....ns- oi sails bond ch Oids As Ledlaepei wel gibin teat OR —88-4 — 234-4 
Sinking fund........-.---+s+s00+++ 1, BRAY Cpphictnege Hoty p Bogert gs Fale te Sis 
Securities investment account.........- —201+5 — 267 +1 
Net increase, or decrease (—), in cash balances...........-++0+++0000+> —153-9 104-1 
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As the table indicates, non-budgetary receipts and credits (excluding 
unmatured debt transactions) were $488 million while non-budgetary disburse- 
ments and charges (also excluding unmatured debt transactions) were $292 
million resulting in a net amount available from non-budgetary transactions of 
$196 million. This latter amount less the budgetary deficit of $148 million 
made $48 million available for debt reduction. In 1953-54, the excess of non- 
budgetary disbursements over receipts made $325 million available which, with 
the budgetary surplus of $46 million, made a total of $371 million available for 
debt reduction. 


Non-budgetary receipts and credits for 1954-55 amounted to $488 million. 
Repayments of loans, investments and working capital advances totalled $222 
million due mainly to net repayments of $93 million by Canadian National 
Railways (loans of $154 million during the fiscal year were more than offset by 
repayments totalling $247 million), a reduction of $29 million in Canada’s 
subscription to the capital of the International Monetary Fund, and repayments 
of $72 million by the United Kingdom and other national governments. Other 
non-budgetary receipts and credits included $64 million on government annuities 
account, $139 million in respect of the several insurance and pension accounts 
which the government administers, $13 million representing the excess of credits 
over disbursements from the Colombo plan fund, and $49 million in respect of 
various other accounts. 


Non-budgetary disbursements and charges amounted to $292 million during 
1954-55. Loans, investments and working capital advances amounted to $180 
million and included $49 million loaned to Central Mortgage and Housing 
Corporation for housing construction and loans, $62 million in temporary loans 
to the old age security fund to finance the amount by which pension payments 
exceeded tax receipts, $16 million advanced to Atomic Energy of Canada, 
Limited, for working capital and to finance the construction of the new reactor 
and other buildings and works at Chalk River and Deep River, $20 million to the 
exchange fund for the acquisition of gold and foreign exchange and $32 million 
for miscellaneous loans, investments and working capital advances (including 
$9 million for loans to veterans). In addition, $154 million was loaned during 
the year to Canadian National Railways for additions and betterments, the 
acquisition of new rolling stock and equipment and for additional working 
capital but these loans were more than offset by repayments totalling $247 
million. Other non-budgetary disbursements and charges amounting to $113 
million, include net disbursements of $48 million from the defence equipment 
and materiel replacement accounts, $14 million from the prairie farm emergency 
fund and $51 million from various other accounts. 


By using the amount of $48 million available from budgetary and non- 
budgetary transactions and by allowing cash balances to run down by $154 
million, unmatured debt in the hands of the public, after taking into account 
sinking fund purchases and transactions in the securities investment account, 
was reduced by $202 million during 1954-55. 


6. THE PUBLIC DEBT 


While the unmatured funded debt of Canada decreased by $88 million 
during the fiscal year, other liabilities increased by $109 million. Consequently, 
the gross public debt of Canada increased by $21 million from $17,923 million 
at March 31, 1954 to an estimated total of $17,944 million at March 31, 1955. 
During the same period the net active assets decreased by $127 million, with the 
result that the net debt—which is the gross debt less the active or revenue 
producing assets—was increased by $148 million. 
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The following table shows the relationship between the gross public debt, 
the unmatured funded debt and the net debt at the end of each fiscal! year, 
March 31, 1948 to 1955 inclusive: 


TABLE XLII 


StTaTeMENT oF Pustic Dest, UNMATURED FunpeED Dest, Active ASSETS AND Net Dest 
OF CANADA 


(In millions of dollars) 


Gross Public Debt Increase (—) 

Less or Decrease 

As at March 31 Unmatured Other Active Net Debt | in Net Debt 
since: Liabilities Total Assets during 


Fiscal Year 


i oe eo oc eee 15, 957-4 1,239-9 17,197-3 4, 825-7 12, 371-6 
OE Re at Atel eo chee ec 15,585-0 1,365-4 16, 950-4 5, 174-3 11,776-1 
[95s 4254. La tay taser 3 15, 188-1 1, 562-7 16, 750-8 5, 106-1 11, 644-6 
LODO Datu g ists Seluaieivp's asks 15,026-8 1,896-5 16,923-3 5, 490-0 11, 433-3 
LDGAR Sides Lov ate Meee se 14, 695-4 2,562-3 17, 257-7 6,072-4 11, 185-3 
1D58 Eb way siete Rates 14,810-5 3,108-0 17,918-5 6, 756-8 11,161-7 

a et ete ee 14, 576-2 3,347-0 17, 923-2 6,807-3 11,115-9 
1955 (Estimated)......... 14, 487-8 3, 456-3 17, 944-1 6, 679-9 11, 264-2 


Unmatured Funded Debt 


It is estimated that the unmatured funded debt of Canada totalled $14,488 
million at March 31, 1955. This is $88 million less than at the close of the 
previous fiscal year and $1,470 million less than at March 31, 1948. However, 
during the same eight year period while interest charges declined by approxi- 
mately 6 per cent from $432 million in 1947-48 to $406 million in 1954-55 the 
gross national product rose from $13,768 million in 1947 to $23,985 million in 
1954, an increase of approximately 74 per cent. Consequently, the relative 
burden of the funded debt, measured in terms of interest charges as a percentage 
of the gross national product, declined from 3-1 per cent in 1947-48 to 1-7 per 
cent in 1954-55. 


Summary of Security Issues and Redemptions during the year 


During the fiscal year 1954-55 the Government issued securities payable 
in Canadian dollars in the principal amount of $4,607 million (excluding the 
refunding of treasury bills which mature periodically) and redeemed maturing 
issues in the amount of $4,695 million, all of which was payable in Canadian 
dollars. There were no issues or redemptions in foreign currencies. 


The redemption of the Third and Fourth Victory Loans, which together 
were outstanding in the amount of $1,967 million, involved the two largest 
refunding operations in Canadian financial history. Net sales of $767 million 
of Canada Savings Bonds Series 9, while lower than those of Series 8 by nearly 
$100 million, were nonetheless the second highest ever recorded for issues of 
this type. 


The amount of treasury bills outstanding at the end of the fiscal year was 
$890 million, $240 million greater than on March 31, 1954. This amount was 
equally divided between three-month bills and nine-month bills. Since Mareh 
31, 1952 treasury bills outstanding have risen by $440 million, a growth which 
reflects in part the Government’s increasing interest in developing an active 
Canadian market for short-term securities. 
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The financing of redemptions was effected as follows: 


(in millions of dollars) 
By proceeds of new issues: 


Canada Savings Bonds Series 9 (net).........--.-++ 766-5 
Three month, Twenty-Three day Loan............. 200-0 
Increase ine breasury Uoullssptertae cretion. = oie 9) <r 240-0 
1,206°5 
By refunding or conversion into new issues. ..........++-+++-+++ 3,400-0 
By available cash (payable in Canada)............---++000-5055 88-3 
4,694-8 


As a result of these transactions the net decrease in funded debt is esti- 
mated at $88 million. 


Interest Rates 


The average interest rate on the Government’s outstanding unmatured 
funded debt as at March 31, 1955 was 2-74 per cent a slight decrease from the 
rate of 2-86 per cent at the end of the previous fiscal year. This is the first 
decrease recorded since the fiscal year 1949-50, when the rate was 2-60 per cent. 

Interest rates generally fell sharply during the year. The last public issue 
during the year with a term of more than 10 years, the Canada Savings Bonds 
Series 9, was sold to yield 3-25 per cent, while the yield on a similar issue in 
the previous fiscal year was 3-75 per cent. 

Treasury bill yields also declined noticeably. On the three-month bills 
the average yield on the issue sold March 25, 1955 was 1-130 per cent against 
1-585 per cent for the last issue sold in the previous fiscal year. The average 
yield on the issue of nine-month bills made March 25, 1955 was 1-342 per cent 
compared to 1-903 per cent for the last issue sold in the fiscal year 1953-54. 


AVERAGE INTEREST RATE ON FUNDED DEBT 
PERCENT PERCENT 
AS AT MARCH 3I 


0 


1930 1935 1940 1945 3 
* ESTIMATED 74 iG, 


Details of redemptions and new issues of securities during the fiscal year 
are set out in the following tables. 
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TABLE XLIII 


REDEMPTION oF FunpDED Dest Durino Fiscan Year Enpep Marcu 31, 1955 


Maturity Date Interest Where Amount 
Rate Payable 

SL 8 OT ee ae, ee re 2t Canada 200, 000, 000 
eee REM on ee BE ee ahi ja, wie’ c ase Os We Ss ae Bh vase chon 2 Canada 100, 000, 000 
SEMEL ONAL ch et tk oe Ok he Ue 2 Canada 550, 000, 000 
ummm Me PUR eee fp) Ue eee NS ba Melba od ho Fe obs oa STAR 12 Canada 200, 000, 000 
2 SRES PC SOUT ORR as RD a ee ine i en 14 Canada 200, 000, 000 
RCO. PUG hs ee NS ee 2 Canada 150, 000, 000 
BeeeTOr tne Lone | aera re. a ere 2 Canada 395, 000, 000 
SER ORS OE es Foe ee eee eee 13 Canada 550, 000, 000 
“OES TELAUR Stay boat gi] 5, O1Gy | aad nen ah eyeliner aaa 3 Canada 855, 607,410 
AOE EE CS GE eg ae gee ee ea 3 Canada 1,111, 261, 650 
ice ATUnO (ewe keene eee oo ea tae I 3 Canada 88, 200, 000 
Seance mavings bonds meriestleS. 4. cies: occle cuss dad be cokes. te. 22-32 Canada 294, 700, 000 

CASTS) Lye RRA 05 yr Wve dl EY 67 en ceed Ae i (ea CR | eas 4,694,769, 060 


(1) Third Victory Loan—called for redemption June 1, 1954. 
(2) Fourth Victory Loan—called for redemption October 1, 1954. 
(3) Called for redemption December 1, 1954. 
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Contingent Liabilities 


In addition to the direct debt set out in the statement of assets and liabilities, 
the Government has certain contingent liabilities. These consist of securities 
issued by various Government owned enterprises (such as the Canadian National 
Railways), guaranteed as to principal and interest or as to interest only, and a 
number of other miscellaneous guarantees, the chief of which are the guarantee 
of deposits maintained by the chartered banks in the Bank of Canada, insured 
loans made by chartered banks and other approved lending institutions under 
the National Housing Act, 1954, and bank advances to the Canadian Wheat 
Board; the guarantees of certain loans made by chartered banks to veterans or 
farmers for certain authorized purposes; guarantees under The Export Credits 
Insurance Act and certain commitments under housing legislation. 


The following tables give details of the bonds and debenture stocks guaran- 
teed by the Government, and also indicate the nature and approximate extent 
of the Government’s other guarantees and contingent liabilities. The most 
significant change during the fiscal year was the sale of $250,000,000 22 per cent 
guaranteed bonds of the Canadian National Railway Company. The proceeds 
were used to repay interest-bearing capital advances from the Government of 
Canada and for capital expenditures of the Company. 


TABLE XLV 


Bonps AND DEBENTURE StockS GUARANTEED BY THE GOVERNMENT AS AT Marcu 31, 1955 


Estimated 
; Interest 
Date of Maturit Issue Amount 
: Rate Outstanding 
% $ 

Aaa Ds SCREAM IAT IN ATIONEL oes ere econ ee os aioe alas Bet tas 43 48,496, 000 
PL RODO. ooh vise wie nat Canadian Naigonal SA3a EL. eae... Sale, 43 67,368,000 
Sebi J ARS (ey Sa a @anadian National. spstousicares seers > Sem <pserton 43 64, 136, 000 
TC, URES a Canaaian INOrbherthso,c-cy.ccap ireisiee eee itiy ae oe oe 33 5, 636, 506 
RE TIDY Sn cnieaiees «0 Canadian National’ a d<5.0een tae ose tone tebe bee 3 35, 000, 000 
es SOOO oon 'g de avenue Canadian Northern Alberta..........0..sseeeee> 34 550, 727 
MI I SOOT a is eee nd Canadian Northern Ontario. ..............ee0eces 34 8,597,518 
TP Ss VA) 1h en Crrand. Weis CoROMIC wz. <oh is. a mid as Crna » ana a ae bes a 26,465, 130 
| OE SG i) ene tee Coren “Trutis EMOUIO ese eee nee oe ae ctcann ens ess 4 7,999, 074 
ef eg) ea Capadian Naigonal.:.iccsmie enna is cone a. aor ae 23 250,000, 000 
ate SOOO. ob oa8k so oine' Ganadasn NAtOnal |... wade os ae senecue epee ke 3 35,000, 000 
Og ee Canadian: Nationals”: 5 cid. aac sae eI ee 23 50, 000, 000 
ae ee CAnAdian MN BtLONAL |. Ns « dec pre eeiaes + eels aecealae 25 70,000, 000 
ree 4 oe Canadian Nationally: 3.t4.4. se ere teen esas ee I 40, 000, 000 
US Sg BS, ee ee COMBI EAT INGUGONEL «c,cocn coh cele tains en ier 34 200, 000, 000 
drage45, 4078 es cos es 53 Ganailian Nationals 0 ee ee ee eee 23 6, 000, 000 

Grand Trunk Debenture Stock................++. 5 98, 706 

Great Western Debenture Stock.................. : Et 


Grand Trunk Debenture Stock................+5- 


$910, 422,885 
| ae ee ee ere ee eee 
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TABLE XLVI 


OTHER OUTSTANDING GUARANTEES AND CONTINGENT LIABILITIES 


Estimated 
Amount 
Outstanding 

Deposits maintained by the chartered banks in the 

Bank of Canada (February 28, 1955)............$ 503,841,332 
Province of Manitoba Treasury Bill (March 31, 1955). 750 ,000 
Loans made by chartered banks under the Farm 

Improvement Loans Act (December 31, 1954).... 35 ,804 , 794 
Loans made by chartered banks under the Veterans’ 

Business and Professional Loans Act (December 

3a, 1954)00, 40%. bo waht alt eee See robe ee 2 ,225 , 796 
Guarantees under Part II of the Export Credits Insur- 

ance Act (Marel 311950) er ee eee 7,650 , 000 
Loans made by approved lending institutions under 

Dominion and National Housing Acts (December 

SL WIOH4) Bette os eacth vis Meee Ad ek eee en Indeterminate 
Guarantees of land assembly projects under National 

Housing Act (December 31, 1954)............... Nil 
Loans insured under the National Housing Act, 1954 

(Decehiber il h054) oreo ere eee eee 121,571,940 


Loans made by approved lending institutions under 
Part IV of the National Housing Act, 1944, for 
home extensions or improvements (December 31, 
1OGA) eres t Bw voles 014 bos banvaee 1 ae 7,483 


Loans made by chartered banks under The Prairie 
Producers’ Interim Financing Act, 1951 (February 
28} 19RD) s.4 ss jabs sso, dalaw oe alee <n op A 3,450 


Loans made by chartered banks to Canadian Wheat 
Board (Pebriary 28) 1955)..." |. eae ane 95 ,899 , 203 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(thousands of dollars) 


1953-54 Estimated 


a 1950-51 1951-52 1952-53 1954-55 
$ $ $ $ $ 
Tax REvENUES— 
Income tax— 
Personal @)ecnneaene carats erin er: 652,329 975,676 | 1,180,026 | 1,187,656 1,176,000 
Corporations (4) sere ee een ee 799,197 | 1,180,680 | 1,240,090] 1,191,187 1, 008, 000 
On dividends, interest, rents and 
royalties, going abroad............ 61,610 55,017 53, 674 53,761 61,000 
EXxcessaprotits taxes jot. oe eee eee 10,141 SOO. || hore ture eeenes llahe-ci cist ner eka ite aac omer ai 4 
Succession duties: so -ee eee oe eee 33, 599 38, 208 38,071 39,138 42,000 
Customs duties eater aotiee coe 295,722 346, 365 889, 442 407,312 393,000 
Excise duties— 
Spirits, malt and beer......22..40.+h 129,390 120,851 127, 684 133, 036 131,000 
Cigarettes, tobacco and cigars....... 114, 486 100,711 116,914 96,970 99, 000 
LiGeNnCOS i-th eens sorte eee ae 38 36 38 37 37 
Less TEINS ean wae ae —2,868 —3, 658 —3,276 —3,311 —3,037 
241,046 217,940 241,360 226,732 227 , 000 
Excise taxes— 
Salesitax (ise eames «tee een ee 470, 627 587,194 566, 233 587, 332 576, 000 
Other excise taxes— 
Automobiles, tires and tubes...... 70, 841 100, 904 89,883 106, 097 84, 000 
Beverages (soft drinks)............ 7,202 19,230 12,481 11,691 8, 200 
Candy and chewing gum.......... 10,880 Th asst 12,391 12,813 10, 000 
Cigarette papers and tubes........ 7, 734 AQ 3a Tee chert Sec Sis coe lila ats» 
Cigarettes, tobacco and cigars. 85,199 106,354 102,645 113,161 114,000 
Electrical appliances aaeeen ine 2,080 4,893 4,305 5,101 400 
MUS 3 ee oe Oe tale Wa Ne 4,509 4,793 5,710 B. 7tal 100 
Jewellery, watches, ornaments etc. 6,459 9,714 7,488 7,256 4,800 
Matches and lighters.............. 1,161 1,855 1,394 1,370 1,000 
Stamps on cheques, money orders, 
liG Meet nurith oie Ahk Meine ni A ele 10, 945 11,346 TOS OGL Ws aoeee cecene ret  lakaacest a tvastecs 
Stoves, washing machines and 
POURS OTA tOnS scars ou td eee | eset eee, 10, 923 DOLG a Semele ere | sister eave etaiete 
Television sets, radios, tubes and 
phonognaplisn wei. oon 5, 548 8,252 10, 706 16,771 21,900 
Rotletiwpreparations..s.. 0. cesses: 4,551 8,467 7,195 7,103 5, 500 
Trunks, bags, luggage, etc......... 2,604 3,969 3, 603 3,478 500 
Winesiee Gta te eerie ete een 2,225 2,167 2,216 2,231 2,300 
Dundrycommoditiessss ene see ee 4,327 Uae 5, 964 6,443 2,200 
Licences, interest and miscellaneous 372 463 461 396 400 
Gessretundsiat esse. ere ae —10,506 —13,723 —2,892 —1, 637 —1,000 
216,141 298, 734 275,657 296,025 254,800 
Tax on insurance premiums.......... 4,228 4,753 12,361 13,756 14, 600 
Miscellaneous tax revenue........... 710 843 679 686 90 
2,785,860 8,657,776 8,997,698 4,008, 586 8,752,800 
Non-Tax Revenusts— 
Return on investments........-...+<-. 89,529 117,622 116, 906 151,858 133, 700 
Premium discount and exchange....... 17, 562 17,697 1,467 iS Eatelt | enene te CREME 
Post Office—net postal revenue........ 90, 443 104, 610 111,905 110, 953 130,140 
Bullion and comage....55.c0enesscnun. 4,708 4,838 4,386 4,241 1,483 
Ot henner, circu ec ee 31,106 37,205 45,471 50, 297 55, 285 
283,348 281,972 280,135 3818, 187 820,608 
Spectra Recerts AND CrEepits— 
Central Mortgage and Housing Cor- 
poration— 
Profits paid to Receiver General.... 2,862 3, 144 2,054 (3) (3) 
Proceeds and depreciation reserve 
with respect to the sale of wartime 
housing PUODCLWCS saree rca rs 4,351 9, 843 6, 701 5, 234 4,545 
Refundable portion of income tax and 
excess profits tax—Transfer to reve- 
nue of excess reserves set up in pre- 
VIOUSRVOATSNE = erate: me oh iee eee ee 25,000 Zp OOU | cea eeaedaters rcs steil ae NM etic te Delete ace 
Transfer to revenue of provincial 5 per 
cent corporation income tax suspense 
account pursuant to the 1952 tax 
rertal -Aenesrionts, schrarieeh ro yee ee ee ee 45,000 ACALS Oil omy cy kT 
Proceeds from the sale of Crown assets 19,613 14,712 7,638 17, 222 24,657 


Transfer to revenue of Canadian Wheat 
Boardisusbenseaccountey. cir aeere eee eee |e ee 6,325 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(thousands of dollars) 


SS: 337.0—=———oo——S—S 


- Estimated 
_— 1950-51 1951-52 1952-53 1953-54 1954-55 
$ $ $ $ $ 
Specia, Recerrrs aND CrEpDITS— 
Concluded 
Surplus of Canadian Arsenals, Limited|............|............ 6,114 (3) (8) 
Write-up to active assets—Atomic En- 
SMeyiOL CnC fs Litres Gots eae ot lowe Do ae wick HRS. Bec oaced . ES eee 1,437 
Miscellaneous special receipts.......... 42,012 6,096 4,469 5, 306 3,089 
93, 838 41,162 83,096 74,548 83,728 
EOTAY, ORV ENUM, occ eveciccis.niets 3,112,536 3,980, 909 4,360, 823 4, 396,320 4,107,136 


eee 


(1) Excluding tax credited to old age security fund— 


Estimated 
1951-52 1952-53 1953-54 1954-55 
Mey PETSONAL INCOMES TAR. «6's <..dctde even s no sasntedion 100 45, 250 90,700 101,000 
29 Garporshion INCOMGe tax...d.0-Shloe- acest 2,000 36, 850 55, 600 46,000 
SUNS USC ICS ea Oe oe Ph ea 24, 298 141,558 146, 833 144, 000 


(?) The total for 1950-51 represents gross collections; for 1951-52, gross collections less transfer to the 
old age security fund, and in subsequent years the totals are net after deduction of refunds and drawbacks 
as well as transfers to the old age security fund. 


(3) Included in Return on Investments. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


Agriculture— 

Administration and general............ 
Science service ss. cco aceie aienieeeie ees 
Experimental farms service............ 
IPrOduUchION SEEVICE «et ye ae east 
Marketing Servicers... sc. eter one as 
Rehabilitation and reclamation projects 
Freight assistance on western feed grains 
Premium on hog carcasses suitable for 

export to United Kingdom.......... 
Advances to prairie farm emergency 


distribution to producers............ 
Net operating loss—Agricultural prices 
SUPPOLT/ ACCOUNG ea. vonsrereereteeta estas 
Other'expendituresss.c nce ae 


Auditor General’s Office................ 
Canadian Broadcasting Corporation..... 
Payment from the consolidated revenue 
fund of amounts equal to taxes collected 
under the Excise Tax Act in respect of 
radio and television sets and equipment 


Office of the Chief Electoral Officer..... 

Citizenship and Immigration— 
Administration and general............ 
Tmimigrationpranchivesesemaeneeeaeeer 
IndianeAtiairs! branchi..s.-cce eee ee ee 


Civil Service Commission.............-- 
Defence Production— 


Adminisprationangmeneraleswsds).eel||7. see eee ae 


Capital assistance to defence industry. 


PixternalsAttairs yee aeeee cea ee ae Ce 
Membership in commonwealth and 
international organizations.......... 
Assistance to other countries and inter- 
national organizations............... 


Finance— 
Pepe rmental administration and gen- 
OLAS cece See rae ante ehais Dee 
Office of the Comptroller of the 
AREGASULY ac costes On 
Interest on public debt................ 
Additional amount required to place 
interest on public debt on accrual 


(Shh) Clear eRe og Geer AO ie te AEN ADS IR aren Se 


Cost of issuing new loans and annual 
amortization of bond discounts and 
Comuaiscions cae eerie ate ime 

Servicing of public debt............... 

Subsidies to provinces................. 

Compensation to provinces— 

Tax rental agreements, 1947 Act..... 


ax rentaliagreements) 1952 AGts. cetleccas vnnculs [ene cadue sath 


Transfer of certain public utility tax 
receipts, under tax rental agree- 
TMOUESS ovis sieves sixes uae te ne a ore 

Transitional grant to Newfoundland... 
Government contributions with respect 
to the superannuation account—general 
—special 


Grants to universities: cas. an ecient ||c. eee 2 


Implementation of guarantees (Ming 


PungandustrialtComltds) a aceite nae aoe 


(thousands of dollars) 


1950-51 1951-52 1952-53 
$ $ $ 
692 733 824 
6, 685 6,992 8, 136 
7,140 7,729 8, 272 
9,182 9,335 9,337 
4,936 4,555 4,780 
13, 212 11,813 13,852 
15, 638 14,999 20,661 
5,100 5,374 6,405 
4,304 
65, 000 
3,485 1,743 82,533 
7,411 3,861 1,911 
142,785 67,154 106,711 
574 601 576 
2,405 8,301 8, 235 
278 368 465 
531 1,114 1,399 
5,578 8,073 7,063 
14, 564 14, 054 15, 184 
20,678 28, 241 23,646 
1,580 1, 692 1,910 
8, 284 9,738 
oda arcane 22, 695 79,079 
30,979 88, 817 
7,654 8, 225 9,146 
2,962 2,724 3,477 
11, 464 26, 634 26, 628 
22, 080 87, 683 39, 251 
7,354 8, 361 9,425 
11,345 12,554 13,310 
425, 217 432,423 451,340 
87,510 
15,354 10,717 13,072 
449 385 508 
18,735 20, 108 20,108 
94,123 96, 868 23,795 
284,778 
4,565 3,732 4,370 
6, 500 6, 500 5, 650 
6,831 12,911 13, 802 
75,000 98, 000 25, 000 
6,993 5,115 
1,346 1,695 


1953-54 


16,999 
4,679 


13,713 


20, 108 
1 

309, 227 
6,831 
4,800 
16,451 
38, 000 
5, 244 
1,563 


Estimated 
1954-55 


19,000 
5,034 


19,555 
12, 285 


4,332 
27,483 
44, 100 

9,524 


15,045 
478, 188 


23,728 
760 
20,353 


1,524 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATE 
FOR THE LAST FIVE FISCAL YEARS—Continued oniaiiils 


(thousands of dollars) 


1953-54 Estimated 


1950-51 1951-52 1952-53 1954-55 
$ 
Finance— Concluded : ’ ‘ $ 
Seesany CIRNOMNG BNE OTShaNgs. «5 2/0) 6 00 swiss sidafe cas > eas se y+ ferns oo eeemivwrifee WN clayesrnesed 1,015 
Wartime Prices and Trade Board ‘ 
PRUIAIDNMLEALION. « cociv cede cubs as vicis 09 1,599 Rae Ce ee ee eee ee ee ree 
Commodity prices stabilization cor- 

BOLE UIOULIIALON Moek fade. can od ose Boss ace KR BOUTS. > maces 308 64 
Grant re Red River Valley flood...... pA CE) lla Re Ses eR | Sr gi Soh || ia eee ie Sk keer le 
ee epee | Ber ere) Se ee eg Oe eee Cerner 1,000 
Provision for reserve for possible losses 

on ultimate realization of active 
OSS ee soak) Ee See ere ere 75,000 75, 000 75,000 BU ee MR sc, & 

: p 752,572 873,613 946,968 971,376 982,118 
MUR EE IOS oe Cire Bhics cai acieaiyere ss tee 8,964 8,733 10,777 9,255 11,218 
Governor General and Lieutenant Gov- 

RTUAUS ote Metre oie sic Sie ch ataiwi Sie ais a<c,018 SS 244 275 397 399 403 
Oe Be er Tee 344 377 414 431 477 
Pe UECO re Ree GR Sieh Suton dds oes ne SR 4, 609 5,103 5, 606 5,822 6,039 

Office of the Commissioner of Peniten- 

BRATION GP Wi Sc AWE ots alent. Mare «05.6 bores 7,798 8,936 9,303 9,195 10,879 

12,407 14,039 14,909 15,017 16,918 

DSL GHE SAGE vetoes tatty gid bso deistbr sie Rs 9,030 9,503 10,088 9,524 9,272 
Government annuities—amount  re- 

quired to maintain reserve......... 660 940 744 99 500 

Unemployment Insurance Act, 1940— 

Administration and general.......... 26,805 23,919 25,051 26,116 28,499 
Government contribution........... 26, 133 29,940 31,139 31,822 31, 679 
62,628 64,802 67,022 67,661 69,950 

Legislation— 

eionke Gb (Commons... <eutdeds ose ood 3,02 4,302 4,528 4,053 4,823 

Library ‘ot Parliament. a... ...-.+¢ 08 137 153 231 282 291 

PIR BG: 69 tae tains A ie <0 hs is 976 Ler 1,103 995 1,299 

Seer GR oe 5 cet cid <o,aiste SU es 6 a. RE 266 263 295 270 290 

4,214 6,945 6,157 5,600 6,703 
Mines and Technical Surveys........... 10,442 10,779 12,027 13,047 15, 859 
Dominion Coal, Board... <2. o..- 6000-25 3,561 6, 132 6,484 10, 339 11,299 
Emergency gold mining assistance... . 7,114 11,841 11,147 15151 15,300 
CLN Whe 27,762 29,658 88, 587 42,458 
National Defence— 

(fomptinls 8 dona <alsae cS natin oe 901 277 295 320 360 

Defence forces, army, navy and air 
OR VIORE os, a0 bins acd ee Aas ORE 545, 738 1,217,579 1, 557, 660 1,424, 245 1,326,440 

Mutual aid to NATO countries........ 195,417 126,416 235,053 289,708 257,448 

Defence research and development.... 23,415 35,394 42,989 40,807 44,362 

Pensions— 

Payments under defence services 
DEDSION ACh. 2... i ccunascasneccesyexs 5,011 5, 096 5,110 5,100 5, 156 
Government contribution to permanent 
services pension account..........+.. 11,975 30,712 30, 009 35, 214 36, 732 
Contribution towards military costs of 
a rr errr a ore oe eee 11,302 10,521 6,842 
782,457 1,415,474 1,882,418 1,805,915 1,677,840 
National Film Board «0.003. csawrrriswes 2,308 2,662 2,920 2,998 3,431 
National Health and Welfare..........-. 17,344 21,098 22,935 28,034 30, 368 

General health grants.........+++++++: 18,875 24,322 27 , 333 29,184 31,725 

Family allowances.........--++.+0+++> 309, 465 320,458 334,198 350,114 366, 501 

Old age pensions including pensions to 

blind persons..... peers seas as 103, 169 RE ee ie ee el eee ee 
e assistance, blind and disable 
es Se rir 2, jr 22,099 23, 202 24,490 
ficit— securities’ [UNG .o0ns deface es sre tae ag Od eee ee meee ts Seeker ere , 
Deficit-—-Old age security 448.863 | 498,752 | 406,565 | 430,534 458,084 
ional Research Council and Atomic 
aod Control Boards.ss.cess0eers00 18,014 25, 080 28,343 28, 100 30,742 
jon syvenue including taxation = 
op rea RE ARE ee 46,056 | 45,763 | 47,313 | 49,988 35, 196 
i National Resources 20,764 42 aa , 242 20, 
TA hepa ob vie ovale caeaioee 91,781 97,973 105, 553 113, 582 124, 540 
: . -i] ine i -*rime Minister's 
ss | Com including I on a d } ye 4,007 3.767 3,733 3.855 
BOO. bce nknsnness<eas 206 951 307 347 | 423 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 


Estimated 
— 1950-51 1951-52 1952-53 1953-54 1954-55 
$ $ $ $ $ 
Public Printing and Stationery.......... 706 1,103 1,607 2,037 2,055 
PubliciW or kes centres camties been 74,483 79,086 83,941 101,515 118,000 
Trans-Canada highway contributions. 7,205 12,792 13,953 13,379 20,000 
81,688 91,878 97,894 114,894 138,000 
Royal Canadian Mounted Police........ 19,801 27,341 31,141 33,845 36, 030 
Secretary oliStaterancce ear te esse cheeks 2,065 2,399 2,201 3,278 2,643 
‘Pradeand Commercesssnco dee ents 23,443 21,817 16,503 16, 526 17 ,fo2 
Deficits incurred by the Canadian 
Wheat Board covering operations for 
government account::). 00). ....6.88 PARES oid OEIC RR ICE BEARER 5.0 cee ERS AC Onad al A cbecoacocs 
Deficit—Trans Canada Air Lines..... i SQN epee or siaraseve tel torsoraleetacarele lel l ee tars aeetete ta ell ree eee ete 
27, 804 21,817 16,503 16,526 17,7382 
Transport— 
Administration and general.. ee Gey 3,195 Salle 4,216 4,698 
Canalsiservice an atest Cee es coe eoe 8, 284 7,975 9,905 8,400 8,006 
Marine SenvlCemremicicttoenten emirate 17,187 17,465 21,679 20,259 21,912 
iatlhwaysonvi CG seers brace cae cle aeee 1,981 2,306 10, 562 20,352 26, 566 
Maritime freight rates act........... 8,475 10, 030 10,130 10,481 10, 696 
FANT SCL VAGCS Sere cciAe pate iecinciaee se 30, 009 36, 298 39,171 41,367 45, 504 
Canadian Maritime Commission...... 5,899 4,461 3,984 4,202 4,303 
Deficits— 
Canadian National Railway......... 3,261 15; O32. 255. < atte acer ae) eee eee tora 28,758 
Canadian National (West Indies) 
Stesmshing Wimiited 2 fee. os on ae: 1,029 467 4 650 628 
Prince Edward Island car ferry and 
CORTE SOE een nls Se eee eich, cone 1, 267 1,365 1,520 1,603 1,514 
North Sydney-Port aux Basques 
LORMAN Me berm alsene ates aaiseaetee dee « citer lke sees 1,846 2,236 2,242 
National Harbours Board........... 188 55 1S fl ecards cine, aed hie taht ene. 
Non-Active assets— 
National Harbours Board........... 1,465 15252 1,877 4,247 3,931 
88, 123 99,901 103,906 118,013 158,758 
Veterans A ffairs— 
Administration and general............ 2,385 PAS sts 3, 627 2,256 a Fates 
RENSIGNSIN. Ree es ce Sea cele eee 95,577 103, 703 127,053 127,580 128,930 
Treatment and after care of returned 
soldiers and allowances to dependents 71,646 76, 097 78, 541 79,470 82,702 
Hospital accommodation, additions, 
alterations and improvements....... 3,008 38, 758 3,990 4,151 3,985 
Post discharge rehabilitation benefits. 13,502 6,594 3,790 2,518 PAT 
War service gratuities and re-establish- 
AMONG CLECIES as code Pee eee endo 16,868 9,826 10, 737 8,916 6, 167 
Soldier settlement and veterans land 
ACUSHEA ta - teed he eben ete, Wh ai 6, 296 5,985 5, 645 OOS 6,698 
Provision for reserve for conditional 
benefits under veterans land act..... 7,110 7,600 8, 042 8,471 8,890 
216,392 216,026 241, 426 288,716 242,280 


TOTAL EXPENDITURE............ 2,901, 242 3,732,875 | 4,337,276 | 4,350,522 4,255, 387 
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ANNUAL CHANGES IN ACTIVE LOANS AND INVESTMENTS FOR T 
FIVE FISCAL YEARS igbee a he 


(thousands of dollars) 


WorKING CapitaL ADVANCES TO 
Crown CoRPORATIONS 


Canadian Arsenals, Ltd................. 


Canadian Commercial Corporation......]............ 


Canadian Patents and Development Ltd 
Commodity Prices Stabilization Cor- 
TI AMIMie vas atte «dnd oA epee Shoe, oes 


LOANS TO, AND INVESTMENTS IN, 
Crown AGENCIES 


Adame lnersy of Canada iamited ...5:1.: eek bode k las cvcsels ssn 


Central Mortgage and Housing Corpora- 


Canadian Broadcasting Corporation..... 

Canadian Farm Loan Board............. 

Canadian National Railways.. 

Canadian National (West Indies) Steam- 
Sling eaInted 488 IP ee ede a ce 

National Harbours Board............... 

Polymer Corporation Limited... 


Cr. 


Fiscat Year Enprep Marcx# 31 


1953 


St. Lawrence Seaway Authority... Sie alr SE Cae ees Menem +) 1’ 


Other Crown Agencies.................. 


OrHER LOANS AND INVESTMENTS 


Provincial and Municipal Governments. . 
United Kingdom and other Govern- 
ments— 
United Kingdom—Loan under the War 
eanerarintion (U.K. Financing) Act, 
United Kingdom Financial Agreement 
Act, 1946 
Export Credits Insurance Act......... 
Cebit Cane eeee es ett coe 
Canada’s subscription to capital of— 
International Monetary Fund 
International Bank for Reconstruction 


and Davelioiiods:<c2.3c<s cxcce sas soles cms ene 


Miscellaneous— 
Loans to veterans under the Soldier 
Settlement and Veterans’ Land Acts 
Balances receivable under agreements 
of sale of Crown assets.............. 


Other miscellaneous loans............. r. 


Cr. 


Cr. 3,782 


Cr. 


reek as 586 ERO Oe we oe Che ORO D EUS OE ODS 8 C6 POSS COR he kOe 8 oes HHS 


eS | | 


——— ee 


Sinking fund and other investments held 
for retirement of unmatured debt...... 


Estimated 

1954 1955 

$ $ 

RSD ees ences 
Fe x oe 212 
1,215. |Cré 212 
7,197 16,437 
98,815 49,500 
4,750 3,000 
3,700 4,150 
18,092 |Cr. 93,210 
3, 600 
631 1,064 
3,000 |Cr. 4,000 
1,300 
2,845. |Cr. 100 
89,894 |Cr. 18,259 
3,669 |Cr. 3,792 
53,616 |Cr. 30,000 
14,576 |Cr. 14,868 
19,439 |Cr. 23,613 
4,915 |Cr. 3,145 
Cr. 29,107 
650 582 
8,503 |Cr. 3,110 
159 720 
88,203 |Cr. 106,333 
74, 226 85, 400 


——— eee 


1951 1952 
$ $ 
2,500 

6, 500 
erate ob .) a Cr. 296 
1,500 |Cr 50 
r 45 
1,000 6,109 
79,389 73, 624 
650 850 
1,900 1,300 
19,888 139,998 
300 |Cr. 150 
1,004 227 
1,886 |Cr. 3,000 
1,046 2,608 
102,291 215,457 
8,180 |Cr. 4,129 
40,567 |Cr. 31,092 
20,000 |Cr. 14,010 
22,935 |Cr. 20,657 
144 461 
170 
7,515 1,521 
1,043 |Cr. 936 
54 2,957 
40,120 |Cr. 60,715 
5,499 3,201 
68, 670 164, 052 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1955 AND THE 
ANNUAL INTEREST PAYABLE THEREON 


1956, 
1957, 
1958, M 
1959, 


1961, 
1962, 


1968, 
1974, 
1975, 
1976, 
1978, 
1979, 


Date of maturity 


AULT R28) Bh crea ete a eee A 
INovemiberme sn. hoeeceee dc 
ober DR hE abe. 


Pian Wo acre home cron Omri an 


FAM UT ysl wet hs Behe CARs we ees 
IN OMEN CHa egucrcceties epee 


JanuaTnvaloncemaes ces wees 
Hebruary dion cee... eee crs 
TATIUSEM ee ation ee eerie L. 


Septemiberiten: (5) eee sess. 
INovemiber: 4... 0. 208 tet os 
DUNG MO mee eae eas te el baat ee: 
September dle, suisalesis cece sew 

Septembersl5.,. jy eeb aco tke 

JUNOT Ses: Es chee 
JANUAIY Leite os oe 
Octobert] £5... es ee coe 


Perpetuals we. losis. ciumnysonooneess es 
Various, three months treasury bills. 
Various, nine months treasury bills.. 


* Estimated. 


(1) Conversion rate estimated at $0.98 Can. to the U.S. dollar 
(?) Conversion rate estimated at $2.76 to the pound sterling. 


wlio 


Bi wleo 


S|P NIH 


eco 


Bl mle 


02 09 OO DD DOD DD WW WD WO 0 WL Wo GO GO Wo DO tN 


co co Go a |Co 


Rate Where 
per cent 


payable 


Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
New York 
Canada 
Canada 
London 
London 
New York 
Canada 
Canada 
Canada 
Canada, 
Canada 
Canada 
Canada 
New York 
New York 
Canada 
Canada 
Canada 
Canada 


(ie 130 | Canada 
.| (3) 1-342 | Canada 


Amount 
of loan 


$ ets. 


200,000,000 00 
500,000,000 00 
200,000,000 00 
400,000,000 00 
550,000,000 00 
400,000,000 00 
*70,000,000 00 
700,000,000 00 
*37,300,000 00 
300,000,000 00 
*34,500,000 00 
1, 197,324,750 00 
*50, 700,000 00 
1,165, 300,350 00 
*46, 500,000 00 
() 47,040,000 00 
1,315, 639, 200 00 
*150, 000,000 00 
(2) 1,950,100 06 
(2) 49,121,189 12 
(1)147, 000,000 00 
*168, 600,000 00 
1, 295,819,350 00 
*706, 000,000 00 
54,703,000 00 
1,691,796,700 00 
*766, 500,000 00 
350,000,000 00 
(1) 98,000,000 00 
(1) 49,000,000 00 
300,000,000 00 
100,000,000 00 
400,000,000 00 
55,000,000 00 
445,000,000 00 
445,000,000 00 


14,487,794, 639 18 


Annual 


interest charge 


$ cts. 


2,750,000 00 
5,625,000 00 
4,500,000 00 
9,000,000 00 
12,375,000 00 
9,000,000 00 
1,925,000 00 
14,000,000 00 
1,025,750 00 
9,000,000 00 
948,750 00 
35,919,742 50 
1,394,250 00 
34,959,010 50 
1,278,750 00 
1,528,800 00 
39,469,176 00 
5,250,000 00 
63,378 25 
1,473,635 67 
4,410,000 00 
6,322,500 00 
38,874,580 50 
26,475,000 00 
1,777,847 50 
50,753,901 00 
24,911,250 00 
9,625,000 00 
2,695,000 00 
1,347,500 00 
9,750,000 00 
3,750,000 00 
13,000,000 00 
1,650,000 00 
5,028,500 00 
5,971,900 00 


397,829,221 92 


(3) Rate of discount on bills sold March 25, 1955. 


14,095, 683,350 00 
51,071,289 18 
341,040,000 00 


14,487, 794,639 18 
ae eA ee ee ee re eee ee 8 Oe ee ee 


386,310,908 00 
1,537,013 92 
9,981,300 00 


397,829,221 92 
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